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The above list covers American utilities 
only. Abroad, too, the C-E Controlled 
Circulation Boiler has achieved a pre- 
dominant position for 2400-lb applica- 
tions, evidenced by orders placed with 
C-E or its licensees for 23 units with an 
aggregate capacity of 5,030,750 kw. 
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Although one unit for supercritical pressure is presently in service and 
others are under construction, today’s pressure plateau is in the 
2400-2520 psi range. 


It appears inevitable that many new units will be purchased for this pressure 
cycle, since it offers a heat rate gain of about 185 Btu over the 1800-psi 
pressure group. With ever-increasing fuel prices, there is ample 

incentive to move into this pressure range. 


In the entire area of high pressures, temperatures and capacities, 
Combustion is playing a leading role. As indicated by the list on the opposite 
page, 38 C-E units have been purchased for use in the 2400-lb pressure 
range and above — 32 of the Controlled Circulation design. The turbine- 
generator capacity for the 38 units listed totals about 8-million kilowatts. 
Already, 14 of these units are in service supplying steam to produce more 
than 2-million kw. One has been in service over 3 years. 


Later this year, a C-E Sulzer Monotube unit, designed for the highest steam 
pressure and temperature ever employed (5000 psi at 1200 F), will go 
into service at Eddystone Station of Philadelphia Electric Company. 

Two more supercritical pressure units, for 3500 psi, are presently under 
construction. Other similar units for subcritical pressures are already 

in service for Metropolitan Edison Company and Dayton Power & Light Cv. 


Along with higher pressure, the trend is toward higher unit capacities. 
In another year, the average size of high pressure units purchased should 
be up to 250 megawatts as compared to an average of 200 mw, 

for the units listed on the opposite page. 


NIENGINEERING 


yilding § 200 Madison Avenue, New York 16, N. Y. C218 
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wth the Cocltrrs 


Wwe this special anniversary issue of 
PusLic UTILITIES FORTNIGHTLY, 
the editors and publishers celebrate three 
decades of publication of this magazine in 
its familiar blue cover format, which first 
appeared, in slightly smaller size, in Janu- 
ary, 1929. Considering the mortality rate 
of magazines in recent years, the celebra- 
tion of a thirtieth birthday seems entitled 
to some recognition. When the Fort- 
NIGHTLY first made its appearance there 
were many proud and distinguished pub- 
lications in the general magazine field 
which are with us no longer. 


WE recall with regret the passing of 
such esteemed contemporaries as the 
American Mercury, Review of Reviews, 
Scribner's, North American Review, Lib- 
erty, and others. Perhaps the increased 
competition for the reader’s time and at- 
tention, in a complex age where television 
and radio can be had virtually for nothing 
at the turn of a switch, is the best explana- 
tion for the heavy casualty rate in the pe- 
riodical field. But a magazine is essential- 
ly a clearinghouse of knowledge—midway 
between the fleeting significance of daily 
news and the more permanent record of 
the bound volume. If you would look the 
word “magazine” up in a dictionary you 
would find that originally it was an arabic 


‘OREN. HARRIS . 


. LESTER HOOKER 


word which found its way into English 
via French. Basically, it means a store- 
house or granary. Thus the magazine of 
a gun is the chamber where shells are 
stored before they are fired. You might 
also say that a thrifty person “magazines” 
money, in that he stores it up. 


| reader of a magazine, therefore, 
is, or should be, ““magazining”’ knowl- 
edge, whether he realizes it or not. And 
the knowledge he takes out of this pe- 
riodical storehouse and places in his men- 
tal magazine is designed to make his ac- 
tivity more intelligent, more efficient, and 
more satisfactory. 


THAT may seem to be a broad claim for 
a publication. But, after all, it is the reader 
who has the power of judgment in his 
hands. And if Pusiic Utiviries Fort- 
NIGHTLY has survived for three decades, 
the conclusion would seem to be that—so 
far, at least—the readers are content with 
the end product. We hope that, in its 
chosen field of devotion to commission 
regulation of public utility industries and 
allied topics of operation and ownership 
in these industries, the FORTNIGHTLY will 
continue to satisfy those who have placed 
their trust in it by enlisting on its roll of 
subscribers." °° + ° ‘. is 
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Takes the shop to the job! 


A ready-to-roll workshop on wheels . . . that’s this versatile Dodge Trades- 
man, and it puts to use every available inch of space. 


There’s pick-up load space aplenty, with a lockable sliding roof to protect 
whatever you carry. Lock-up compartments for weatherproof storage of 
tools, fittings and supplies. Even a handy workbench . . . when you swing 
down the horizontal compartment doors. Ladder racks available. 


Take your Tradesman with four or six compartments, powerful V-8 or 
economy Six, 3- or 4-speed transmission or push-button LoadFlite. No doubt 
about it—here’s the service truck with the most! See your Dodge dealer for 


all the reasons why .. . 


today, 


its real smart 
to choose D odge 


Trucks: 





For service calls in any kind of weather and over any terrain, you can’t beat 
Dodge 4 x 4 Power-Wagons! This W500 with special utility-type body, for 
instance, combines Dodge dependability with two- or four-wheel-drive traction 
that goes anywhere. Winch and power take-off available. 


. 
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PAGES WITH THE EDITORS (Continued) 


To help us celebrate this thirtieth birth- 
day party, we have called upon a number 
of distinguished people from the fields of 
regulation, finance, management, and even 
from the Halls of Congress. As an opener, 
we are privileged to present an article on 
“The Triumph of State Commission Reg- 
ulation,” by the president of the National 
Association of Railroad and Utilities 
Commissioners. That would be Matt L. 
McWhorter, who is also chairman of the 
Georgia Public Service Commission. Born 
in Stephens, Georgia, he was educated at 
Young-Harris College, Gordon Institute, 
and the University of Georgia. He was 
first elected to the Georgia Public Service 
Commission in 1936. 


* K 


a veteran of regulation—in 
fact, he is sometimes known among 
his fellow commissioner associates as the 
“dean”—is H. Lester Hooker. His arti- 
cle begins on page 10. COMMISSIONER 
Hooker was educated at William and 
Mary College (Phi Beta Kappa) and 
Washington and Lee University. After 
practicing law for some years, he was ap- 
pointed a member of the board of Vir- 
ginia State Teachers College in 1922. In 
1924, he was elected to the state corpora- 
tion commission, on which he has served 
continuously ever since. 


_ C. Power, whose article be- 
gins on page 27, is chairman and 
chief executive officer of the largest inde- 
pendent telephone system in the United 


DONALD C. POWER 


HAROLD H. YOUNG 


States—General Telephone & Electronics 
Corporation. Born on Christmas day in 
Paine Station, Ohio, Power attended 
Denison University and then the Ohio 
State University, from which he gradu- 
ated with three degrees: BS, ’22; LLB, 
26; MA, ’27, and served as an associate 
professor of economics. PowER was made 
assistant attorney general and attorney 
for the Ohio Public Utilities Commission 
in 1933. From 1939 to 1943, he was sec- 
retary to the governor of Ohio. In 1951, 
after serving as legal counsel in charge of 
various system telephone rate cases, 
POowER was elected to be the third presi- 
dent of General Telephone Corporation. 
He became chairman of the consolidated 
system this year. 


*K * * k 


Here H. Youna, well-known finan- 
cial writer, is a partner of Eastman 
Dillon, Union Securities & Co. Born in 
New Hampshire, Mr. YounG graduated 
from Brown University (MBA, ’25) and 
entered the investment business in Provi- 
dence, Rhode Island, the same year. He 
soon specialized in public utility financing, 
and came to New York to join Eastman, 
Dillon in 1945. He became a partner in 
1948, and is well known for his thought- 
ful and frequent writings in the field of 
public utility economics and finance. 


THE next number of this magazine will 
be out July 16th. 


Aue ColéZuew 
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For Chief Joseph Dam in Washington State 


Cast buckets are welded to cast crown 
and band—then stress relieved 


he Francis-type runner above illustrates Newport Before you go ahead on a project like this, be sure to 

ews’ complete facilities for fabricating heavy equip- get a bid from Newport News. Whether it’s penstocks, 
men. butterfly valves, pumps or turbines, you'll get the bene- 

It also illustrates the specialized techniques Newport fit of the modern plant methods and production facili- 

ews frequently uses in jobs of this type. Gibson tests __ ties of one of the country’s oldest and largest builders 
or these units are very favorable. of water power equipment. 


Engineers. . . Desirable positions available at Newport Newp ; ri N E Ws 


News for Designers and Engineers in many categories. s 4 
Address inquiries to Employment Manager. Shipbuilding and Dry Dock Comp — 
nm Newport News, Virginia 





e Om in 9g IN THE NEXT ISSUE 


(July 16, 1959, icsue) 


* 


THE PUBLIC RELATIONS OF A TELEPHONE RATE CASE 


Telephone companies generally, and other public utilities as well, are finding that 
recurrent applications for higher rates are unfortunate necessities during this infla- 
tionary period. But with each knock on the regulatory door the customer resistance 
becomes stronger, and other adverse pressures contribute to the utility companies’ 
difficulties. The difficulties lie mainly in the area of public relations. Michael Sheldon, 
staff supervisor of editorial services of the Bell Telephone Company of Canada, gives 
a realistic appraisal of practical steps as well as pitfalls to be avoided in maintaining 
a telephone company's cordial relations with the public during such difficult pro- 


ceedings. 


TAX EXPENSE AND THE INCOME STATEMENT 


In view of recent court and commission proceedings on this subject, accountants have 
been giving increased attention to the placement of deferred credits to income taxes 
on the position statement, as well as to the problems some utilities have incurred 
over income tax allocation. L. Lynnwood Aris, now a teaching fellow in accounting at 
the University of Michigan, has written an analysis of the theoretical accounting 
problems involved. He proposes to show that interperiod tax allocation conforms 
better with the generally accepted accounting principle of matching expense and 
revenue than showing the tax actually charged by the goverment on the income 


statement during a given period. 


THE ECONOMIC LIABILITY TO MEASURE COST 


James E. Brown of the University of Florida, College of Business Administration, 
undertakes to show that recent arguments expressed in this publication on the '‘liabil- 
ity to replace'’ as a measure of depreciation must be recognized as the old annuity 
method of depreciation treatment in a new dress. The author concludes that the 
solution is not to adjust depreciation charges to replacement basis, nor to permit an 
extra ‘attrition allowance" in the rate of return. He proposes that inflation losses 
themselves be recognized on the books of the utility. Only in this way can the evil 


of inflation be met head on. 





* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others, 
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Month-by-month analysis of 
ling by the “One-Step” Method* 
ovides the accurate, clearly docu- 
pnted report illustrated above. The 
lue of these monthly reports in devel- 
ing data for rate cases has been amply 
oven by their reception before public 
lvice commissions during the past decade. 
From these analyses rate engineers can 
iftly plot past, present and future courses 
nviluable in helping secure rates to protect 
P earnings ratio necessary to attract fresh cap- 
I tor plant expansion under construction or 
panned for the future. 





r booklet describing the ‘‘One-Step’’ Method of Bill 
Alysis is yours for the asking — write Dept. U-1. 


4n RGS service exclusive 


ECORDING & STATISTICAL 


CORPORATION 
100 Sixth Avenue > New York 13, N. Y. 
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C4akeble Cee 


“There never was in the world two opinions alike.” 


Tuomas H. KucHEL 
U.S. Senator from California. 


Pau S. SMITH 
President, Whittier College. 


RicHArD M. NIXon 
Vice President of the 
United States. 


Dwicut D. EISENHOWER 
President of the United States. 


RAYMOND MOLEyY 
Columnist. 


WiLiiam A. McDONNELL 
President, Chamber of Commerce 
of the United States. 


—MOoNTAIGNE 





“If, when a community of people elect to produce or 
distribute electric power, that constitutes Socialism, then 
the great city of Los Angeles practices Socialism—be- 
cause, like your REA’s, it produces and sells electricity 
to its people. If that is true, then my own home city of 
Anaheim must plead guilty also.” 


> 


. a good specialist is a man who comes to know 
more and more about the other fellow’s specialty. We 
do not want to wipe out specialization but to guar- 
antee the sort of understanding within it that can be 
achieved only by a complementary competence in the 
general field. What we want is a Jack-of-all-trades and 
a master of one.” 


* 


‘... the practice of suggesting that any one program, 
whatever its merit, can automatically solve the world’s 
problems is not only unrealistic but, considering the 


kind of opponent who faces us across the world today, 
actually can do more harm than good in that it tends 
to minimize the scope and gravity of the problems with 
which we are confronted.” 


> 


“The human values in America are not going to be 
promoted unless we are sane and sensible in our fiscal 
policies. . . . I know of nothing that could injure the 
great population, 174 million people we have got, than 
to allow budgetary process to get out of control, fiscal 
measures going loosely, in such a way that—just in- 
flation would absolutely be inevitable.” 


5 


“Power is a heady narcotic. The more power vested 
in a man, the more his mind will be closed to the healthy 
atmosphere of reality. . . . Gradually, he identifies his 
wishes with the will of the people. Finally, he believes 
that whatever he says is true. Because of this human 
frailty the principle of a government of laws, not men, 
was established and constitutions were made.” 


> 


“We've been talking to ourselves 1stead of our Con- 
gressmen too long. Organized labor has recognized that 
the democratic process belongs to those who use it. 
We may deplore some of the methods that labor is 
using—and we may deplore the goals it seeks—but no 
one can realistically object to the right of labor to fol- 
low political avenues towards its own aspirations... . 
We must roll up our sleeves and get to work at the 
precinct and county levels where candidates are being 
chosen.” 
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ARD-VEYER 


PPROVED HY UNDERWRITERS’ LABORATORIES, INC. 


MECHANIZED RECORDS HANOLING SYSTEM 


brings many thousands of card records within easy reach of the operator 


sucl: Active Records as Customer Service Cards; Meter His- 
y Cards; Customer History Records; Meter Test Records. 
ARD-VEYER units make for the utmost operating econ- 
y by :_peeding up reference . . . saving space . . . reducing 
rato: fatigue and boosting morale . . . saving much time 
all personnel concerned. In most sizes, units deliver any 
ired ‘ray at the touch of a button in an average of 2% sec- 
Ws. Al! trays are positioned for reference without shadows. 


Never before has such flexibility been offered in mecha- 
nized record files to meet your exact requirements. The wide 
range of models means you get the work station with the 
greatest number of records in the minimum floor space . . . 
with maximum operator comfort and productivity. All units 
are standard with push button selector and posting shelf. 
Send coupon today for new illustrated booklet giving details 
on these remarkable KARD-VEYER units. 


DIVISION OF SPERRY RAND CORPORATION 
Room 1710, 315 Fourth Avenue, New York 10, N. Y. 
Kindly send new booklet LBV81 1—‘‘New KARD-VEYER” 


NAME & TITLE 
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Twofold Benefits From The 


Analysts Journa 


7, ‘ts uimely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 











THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


0 Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 


Address 
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THE COLUMB 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 


120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


FEDERAL UTILITY REGULATION ANNOTATE 
VOLUME 2, WITH SUPPLEMENTAL VOLUMES A AND B 


This 3-volume set comprises an analytical survey of the 
activities of the Federal Power Commission, in the admin- 
istration of the Federal Power Act and the Natural Gas 
Act from the beginning through 1957. 
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@ Annotations of each Act, section by section, covering 
all important and precedent-making opinions of 
the Commission and of the courts on appeal, to 
January 1, 1958. 


roar 
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@ Extensive editorial analyses 


@ FPC rules and regulations in effect July 1, 1958. 


hacen la w 


Only Complete Reference Work 
of its Kind 


U: 


1953 
1958 


Questions are discussed relating to the determina- 
tion of the cost of projects, accounting, rate-base deter- 
minations, rates, service and granting of licenses, includ- 
ing the question of licensing partially settled by the special 
law authorizing development of power by the New York 
State Power Authority. The extent of the Commission’s 
jurisdiction, what constitutes interstate commerce, return 
allowance, cost allocation in the fixing of gas rates, and 
many other vital subjects, are also discussed. 


Recent Commission and court rulings are included 
on various phases of the complex problems arising from 
the extension of Commission regulation to natural gas 
producers, as a result of the U. S. Supreme Court decision 
in the Phillips Case. Decisions are also included dealing 
with the filing of rates by gas producers and those with 
whom they do business, the departure from the cost 
basis for rate making because of the nature of producer 
operations, and the troublesome problems as to changes 
in filed contract rates, such as the questions arising in 
the Memphis Case. 


A valuable possession for the executives of gas producing, pipeline, gas distributing and eect 
companies, and their counsel, as well as attorneys, rate experts, accountants, valuation engine¢ 
utility analysts and others having an interest in the activities, practices and procedures of the Fede 
Power Commission. 


Complete set of 3 volumes—$37.50. 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 PENNSYLVANIA BUILDING 
WASHINGTON 4, D. C. 
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Lifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 


Georce A. Murpny, President 


Public Utilities Department—Joun F. Cuttps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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LEADING AMERICAN INDUSTRIES 
offer their employees the Payroll Savings Plan for U.S. Savings Bonds 


These are but a few of the leading firms which support the Savings C7) 
Bonds program with more payroll savers than ever before in peacetime. *ene” 











This ‘gold meter,’’ General Electric’s 
10,000,000th magnetic-suspension 
meter, has just come off the assembly 
line at Somersworth, New Hampshire. 
It is a reminder that not one of the first 
9,999,999 has ever been replaced be- 
cause of bearing wear. 


OVER 10 YEARS AND 10,000,000 METERS... 


Not one General Electric magnetic-suspension meter 
has ever been replaced because of bearing wear 


This month, eleven years since the introduc- 
tion of the revolutionary I-50, General 
Electric’s Meter Department produced the 
10,000,000th meter with magnetic suspension. 
Of the first 9,999,999, not one ‘‘free-floating”’ 
system has ever been replaced because of 
vear. This service record stands as indispu- 
able proof that General Electric meters, with 
nagnetic suspension, assure a lifetime bearing 
system. Here’s how it started: 


Meter men for many years had requested a 
meter with a lifetime bearing system. In 1948, 
General Electric introduced the I-50—first of 
the magnetic-suspension meter family—as the 


answer to that request. Because of the wide- 
spread acceptance of the I-50 and the need to 
handle increasing loads, General Electric 
introduced the Class 100 £-55 in 1954 and the 
Class 200 I-60 in 1957. With the extension of 
magnetic suspension to the complete poly- 
phase Class 10, 100 and 200 V-60 two-stator 
line, General Electric’s full line of watthour 
meters has achieved an unexcelled record for 
accurate performance. 


Progress /s Our Most Important Product 
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HERE’S 9-WAY PROOF 0 
MAGNETIC-SUSPENSIO 


NO DISK DISPLACEMENT 


With conventional ball-and-jewel bear- 
ing systems, higher loads can force the 
disk out of position and cause inaccurate 
meter readings. Because of the basic 
design of General Electric’s magnetic- 
suspension system, however, disk dis- 
placement at any load is not a significant 
factor, and meter readings are accurate 
through full meter range. You also 
eliminate bearing inspection, cleaning 
and replacement costs. 


GREATER 
SUSTAINED ACCURACY 


The proof is in the testing. Accelerated 
life tests prove that, over an equivalent 
of 30 years’ operation at 10,000 kilowatt- 
. hours per year, meters with magnetic 
suspension hold a_ higher sustained 
accuracy and incur considerably less 
bearing wear than meters with old-style, 
ball-bearing systems. 


2 REDUCED TILT ERROR 


Because the disk and shaft in G-E 
meters are supported magnetically rather 
than by a ball and jewel, tilt error is 
minimized. As the angle of tilt is 
increased on ordinary ball-bearing 
meters, disk position changes—relative to 
the element and damping magnet—result 
in increased tilt errors. Close tolerance 
of parts in G-E meters minimizes disk 
position changes and tilt error, thus re- 
ducing revenue losses. 
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JFGENERAL ELECTRIC'S 
ETER SUPERIORITY 


NO BEARING WEAR 


old-style, ball-and-jewel systems, the 
ight of the disk and shaft assembly 
S$ approximately 100  tons-per- 
re-inch pressure on the bearing. 
ing wear and attendant mainte- 
costs are inevitable. With G-E’s 
netic-suspension system, vertical 
ing pressure is zero because the 
tire weight of the rotor is supported by 
magnetic field. Only G-E meters offer a 
, lifetime bearing system. 


QUIETER OPERATION 


ric Utilities across the country have 

instances where home owners 

registered complaints about ‘‘noisy 

ers” outside nurseries or bedrooms. 

€ noise constitutes a problem, it has 

1€ common practice to replace old- 

, ball-bearing meters with General 

ric magnetic-suspension meters. 

-E meters operate more quietly be- 
the disk floats free. 


TEN MILLION METERS WITHOUT A SINGLE BEARING FAILURE 
PROVE THE SUPERIORITY OF GENERAL ELECTRIC’S 
MAGNETIC-SUSPENSION SYSTEM 


For complete information on this exclusive meter line, contact your 
G-E apparatus salesman or write section 628-29, General Electric 
Company, Schenectady 5, New York. 
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ONAL PROGRAM FOR UTILITY EMPLOYEE 


The P.U.R. Guide 


»> A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 


»> THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 








Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 























Certificate of satisfactory completion 





Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only 


Comments about THE P.U.R. GUIDE 


Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 


a doubt, the very best that could be obtained for key utility employees. Df i 


Director of Personnel, Electric Company 


ed 





We feel that even those who have been in the utility in- 
dustry for many years can learn much by just reading the 
material. 

District Manager, Electric Company 


We all feet that this “information program for utility 
employees” is a program that is needed in the public 
utility industry. 

Vice President, Gas Company 


I am sure that the total series of 50 will prove of ines- 
timable value to the utility industry. 
Vice President and General Manager, 
Telephone Company 


THE P.U.R. GUIDE program is the best basic public 
utility information series I have even encountered. 


Vice President, Gas Company 


Two things have particularly impressed me about THE 
P.U.R. GUIDE. First, is the complete manner in which 
your editors treat the various topics; second the sim- 
plicity in writing. 

Employment Supervisor, Gas Company 


There is a definite need for such a type program in our 
industry. 


Training Assistant, Electric & Gas Company 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 Pennsylvania Building 


* Washington 4, D. C. 
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LUIED CHEMICALS HOTLINE ENAMEL 


pfies 180°F. heat without sliding and —10°F. cold without cracking 


ed Chemical Hotline Enamel’s resistance to both high 
low temperatures, as well as its greater durability, com- 
ed ‘o asphalt base and other coatings, has been proved 
laboratory tests, and on-the-job performance for 
ling publie utility companies. Allied Chemical Hotline 
hmel is derived from coal-tar pitch, thus possessing 
pret protective properties against the damaging 
ts of water, soil chemicals and electrical currents. 


roves protection under these specific conditions: 


n pipe-type cables or “‘oil-o-static lines’ which are subject 
hternal electrical heat from high-voltage surges. 


PLASTICS AND COAL CHEMICALS DIVISION 
40 Rector Street, New York 6, N. Y. 


2. Hot gas pipelines, on discharge side of compressor stations 
where line is above 120°F. 

3. Warm, swampy areas or other places where excessive soil 
stress is encountered. 

4. Areas where backfill and trenches are rough, rocky or contain 
objects which normally penetrate softer coatings. 

5. Pipelines (such as heated fuel lines) where temperatures are 
constantly high most of the time, but do not exceed 180°F. or 
200°F. for short term exposure. 

A staff of field service experts are at your call to offer you 
technical assistance that can save you maintenance time 
and costs. LAST WORD IN CORROSION PROTECTION. 
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PROCEEDINGS 
I958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 


> a we including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and "The 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 
1957—Uniform System of Accounts for Water Utilities 

For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .... $4.50 


Class C — 100 pages 


Accounts for utilities having annual water operating revenues of $50,000 or more and 


RID EER, cc ne ho Re Gut Ok dt rea bis ye eis 3.50 
Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 2.00 


NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
eed NE A ES eee 8 Sous ayaa enn e ctaiek Sie e hneGi en sda came ee es o:0 1.00 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
SD te EMT OLT HOMO ESO NON 5 icc o a islocrc Scns su wow e Sen sccsanbods addsavewser 2.00 
Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 1.25 
Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
See ONSEN OSS TITS rl ot op ins :S5 ie ss Slo Arcs SR ielg-b SOE GOs bw Oe Awe 0s 15 2.00 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 4.50 


1946—Methods of Pricing Retirements from Group Property Accounts .................. 1.25 
1948—Letter Symbols for Mathematics of Depreciation ................0.ccceeceueeeee 1.00 
1948—Half Cycle Methods of Estimating Service Life .............. 0.0. c cece eee eeeeee 1.00 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

IDNR PLOVER MSOUO OF NIG8) o aiss..5 25 ob oe oes NEWS wsdl Pals dao cla dase s 8's 0 os 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 1.00 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 

Book Cost Retired for Electric, Gas and Telephone Companies) .................. 1.00 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. ©. BOX 684 WASHINGTON 4, D. C. 
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Thursday—2 


Annual Conference of Util- 
ity Commission Engineers 
ends, San Francisco, Cal. 


Friday—3 


Western Summer Radio- 
Television and Appliance 
Market will hold western 
merchandise mart, San 
Francisco, Cal. July 20-24. 
Advance notice. 


Saturday—4 


Eighth Utility Management 
Workshop will be held, 
Harriman, N. Y. July 26- 
Aug. 7. Advance notice. 


Sunday—5 


Advertising Federation of 

America begins manage- 

ment seminar in advertising 

and marketing, Cambridge, 
Mass. 








Monday—6 


Edison Electric Institute, 

Accident Prevention Com- 

mittee, begins meeting, Los 
Angeles, Cal. 


© 


Tuesday—7 


American School Food 
Service Association begins 
Francisco, 
Advance 


meeting, San 
Cal. Aug. 9-13. 
notice. 





Wednesday—8 


Midwest Shippers Advisory 
Board begins meeting, Mil- 
waukee, Wis, 


Thursday—9 


American Bar Association 

will hold annual meeting, 

Miami Beach, Fla. Aug. 
24-28. Advance notice. 





Friday—10 


lnierican Dietetic Associa- 

tin will hold meeting, Los 

lngeles, Cal. Aug. 24-28. 
Advance notice. 


Saturday—11 


American Institute of Elec- 

trical Engineers will hold 

petroleum industry confer- 

ence, Long Beach, Cal. 

Aug. 25-27. Advance no- 
tice. 


Sunday—12 


American Water Works 
Association begins annual 
conference, San Francisco, 


Cal. 


Monday—13 


Mid-West Gas Association 
will hold gas school and 
conference, Ames, Iowa. 
Aug. 26-28. Advance notice. 


D 

















Tuesday—14 | 

é 

N20 Jere ih 

‘iw Jersey Gas Associa-\ 

tin will hold annual con- 

veition, Asbury Park, N.J.: 
‘pt. 4. Advance notice. 





Wednesday—15 


Illuminating Engineering 
Society will hold national 
technical conference, San 
Francisco, Cal, Sept. 7-10. 
Advance notice. 





Thursday—16 


Tennessee Telephone Asso- 
ciation will hold annual 
convention, Nashville. Tenn. 
Sept. 9, 10. Advance notice. 





Friday—17 


Pacific Coast Gas Associa- 

tion will hold annual meet- 

ing, Los Angeles, Cal. Sept. 
9-11, Advance notice. 

















Original Cover Reproduction of the First Issue 
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The Triumph of 


State Commission Regulation 


By the Honorable MATT L. McWHORTER* 


Chairman, Georgia Public Service Commission 


The fine record of progress made by regulatory commissions during the 

past thirty years has proved beyond all question their basic soundness. 

Commissions have played an important part in preserving private enterprise 

for the utility industry. But unless we strive to maintain our dual federal-state 

system of government, abusive discriminations will continue that contradict 
the essential reason for the existence of our regulatory agencies. 


AVING been privileged to have been 

a member of a utility regulatory 
commission for twenty-three years 

and chairman for the past ten years, I 
have, of necessity, been an attentive stu- 
dent of the remarkable progress of regu- 
lation during the life span of the Fort- 
NIGHTLY. All too often we become so en- 
grossed in the happenings of today that 
we overlook the advantages of a brief 
pause to review the achievements of the 


*For additional personal note, see “Pages with 
the Editors.” 


past as a guide for the future. I, there- 
fore, welcome this opportunity to express 
my appraisal of the recent course of regu- 
latory progress and some thoughts as to 
its future possibilities. 

It has been said that the rise of admin- 
istrative agencies has probably been the 
most significant trend of the century in 
our legal processes. Some have even gone 
so far as to characterize these bodies as 
the fourth branch of the government. ' 
While I personally view the administra- 
tive agency as a development well within 


JULY 2, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


our concepts of a triune system, I do not 
question that it is the most significant 
legal trend of our lives for probably more 
segments of our economy are affected by 
administration decisions than those of all 
the courts, review of these decisions ex- 
cepted. 


Some Historical Background 


_— to reviewing the happenings of 

the past “Thirty Years of Regulatory 
Progress,” it is necessary to develop some 
understanding of the historical back- 
ground of utility regulation in order that 
the significance of the period under dis- 
cussion may be considered in its proper 
perspective. Public service commissions, 
first generally known as railroad commis- 
sions, were created as a result of the rec- 
ognition by state legislatures that the rail- 
road industry had become so large and 
powerful that regulation of some charac- 
ter was needed. Early attempts to provide 
this regulation by direct legislation proved 
to be cumbersome and impractical. The 
details of the industry were too complex 
to cover by complete legislation requiring 
only judicial enforcement. Legislators 
found themselves immersed in a seem- 
ingly endless endeavor to the exclusion of 
other equally important duties. Thus was 
born the idea of an administrative agency 
to relieve them of their burdens. 

It is a fundamental constitutional prin- 
ciple that the powers granted to a legisla- 
tive body by the people cannot be dele- 
gated. However, the need for constant 
surveillance and flexibility in an ever-in- 
creasingly complex society dictated the 
inauguration of commission regulation. A 
sort of administrative agency empowered 
to legislate within certain fixed limitations 
and prescribed standards was set up with 
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legislative powers to provide regulation 
for businesses declared by the legislature 
to be public utilities. The legislative stand- 
ard laid down for the guidance of such 
bodies was the rule of reasonableness. 


TR pas constitutional government the 
legislative function is exercised in 
complete freedom and without restraint 
so long as that exercise is confined within 
the limitations of the power granted it by 
the people. It lies within the power of the 
court to refuse to give effect to legisla- 
tion which may transgress that grant of 
power, but the courts may not direct or 
limit the freedom of legislative action. 
By the same token, the regulatory com- 
mission acts with complete legislative 
freedom within the ambit of the authority 
granted to it, as well as within the con- 
stitutional limitations of the legislature 
which gave it being, and the courts can- 
not direct the rule-making or legislative 
functions of a regulatory commission. 
Inasmuch as regulatory commissions 
were imbued with the necessary powers to 
curb abuses and excessive earnings, it was 
quite natural that they should be resisted 
by some utility managements. Great effort 
was directed to the delimiting of this 
complete legislative freedom of action by 
commissions. In the earlier days these en- 
deavors were rebuffed. In 1877, Justice 
Waite, in the case of Munn v,. Illinois, 
94 US 113, 114, the court declared that 
the power to regulate carries with it the 
power to destroy but that the relief from 
legislation is at the polls and not in the 
courts. However, in 1886, this same jus- 
tice, in the Railroad Commission cases, 
116 US 307, backed away somewhat from 
his earlier pronouncement as to complete 
legislative freedom, as set forth in the 
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Munn case, and in his obiter dictum laid 
the foundation for the development of 
safeguards against confiscation when he 
said : 


From what has thus been said it is 
not to be inferred that this power of 
limitation or regulation is itself without 
limit. This power to regulate is not a 
power to destroy, and limitation is not 
the equivalent of confiscation. 


Famous Smyth v. Ames Case 


ips decision in the case of Smyth v. 
Ames, 169 US 466, in 1898, marked 
the beginning of a renewed struggle for 
the imposition of legal restriction and 


court direction in commission regulation. 
It also marked the beginning of a groping 
search for a sound method for the deter- 
mination of the value of the utility prop- 
erty devoted to the public use. In this case 
it was pointed out for the first time the 
necessity for a commission to make a find- 
ing of value and enumerated as matters 
to be considered in making such deter- 
mination : 


(1) The original cost of the prop- 
erty. 

(2) The estimated cost of its repro- 
duction. 

(3) The financial history of the en- 
terprise. 

(4) And all other relevant facts. 


IT WAS in this decision that the so-called fair return on fair value rule was 
promulgated and, on the basis of which, the reproduction cost new method 
of evaluation was predicated. In the course of time the rule was all but 
perverted to a fair return on reproduction cost rule. It is difficult to under- 
stand just how any such meaning could have been read into the Smyth v. 
Ames case because, as stated above, it merely designated "reproduction 
cost new'’ as one of the many elements of value to be considered. But 
Smyth v. Ames was urged as mandatory authority for a rule that reproduction 
cost must be ascertained and considered and reflected in the value found, 
and that rule all but gained acceptance. 


In one jurisdiction, at least—viz., the 
state of Ohio—it was written into the 
legislative standards controlling the Ohio 
commission. 


Subsequent Decisions 


HERE followed a long line of deci- 

sions in which the courts sought to 
establish the law upon a basis which would 
operate to direct the rate-making process 
for regulatory commissions. The charac- 
ter of these decisions is exemplified in the 
Indianapolis Water Works Company case, 


272 US 398, wherein the court undertook 
a complete redetermination of the facts. 

Thus at the time the first issue of the 
Pustic UTILITIES FoRTNIGHTLY was pub- 
lished, it could be said that regulation had 
grown to young manhood and, like most 
young men, it found that it would be sore- 
ly taxed to realize the dreams and ambi- 
tions of its parents. Although commis- 
sions were imbued with legislative power, 
which function is by definition not sub- 
ject to judicial direction, they found that 
such direction had in fact taken place. 
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This trend continued and, in 1930, in 
United Railways & Electric Co. v. West, 
280 US 234, decided in 1930, the court is- 
sued one of the most extreme decisions in 
the books in the substitution of judicial 
direction for legislative discretion in rate 
making. In that case Justice Sutherland 
states : 


. .. It is manifest that just compensa- 
tion for a utility, requiring for efficient 
public service skillful and prudent man- 
agement as well as use of the plant, and 
whose rates are subject to public regu- 
lation, is more than current interest on 
mere investment. Sound business man- 
agement requires that after paying all 
expenses of operation, setting aside the 
necessary sums for depreciation, pay- 
ment of interest and reasonable divi- 
dends, there should siill remain some- 
thing to be passed to the surplus ac- 
count; and a rate of return which does 
not admit of that being done is not 
sufficient to assure confidence in the fi- 
nancial soundness of the utility to main- 
tain its credit and enable it to raise 
money necessary for the proper dis- 
charge of its public duties.* 


(> see swing back from the extreme 
point, reached in those cases, began 
in 1933 with the Los Angeles Gas & Elec- 
tric Corporation case, 289 US 387, 304. 
In that case the court declared that it was 
not concerned with the method used by 
the legislative agency, but only with the 
question whether the rates finally pre- 
scribed were confiscatory. The court, in 
effect, rules that no matter what errors 
were made in determining the rate base, 
if one error offset another, and the rate 
base, as used, was large enough to cover 


1 PURI930A 225, 229. 
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all the property, the errors were of no 
consequence. In the opinion, written by 
Chief Justice Hughes, the court said: 


. . . The legislative discretion implied 
in the rate-making power necessarily 
extends to the entire legislative process, 
embracing the method used in reaching 
the legislative determination as well as 
that determination itself. We are not 
concerned with either, so long as con- 
stitutional limitations are not trans- 
gressed. When the legislative method is 
disclosed, it may have a definite bearing 
upon the validity of the result reached, 
but the judicial function does not go 
beyond the decision of the constitution- 
al question. That question is whether 
the rates as fixed are confiscatory. .. .* 


Trend Is Curbed 


Howe this trend was not destined 
to become a landslide. 

A strong dissenting opinion was en- 
tered by Justices Butler and Sutherland, 
hewing to the line of United Railways & 
Electric Company case cited above. And 
in 1935, the swing of the pendulum was 
almost reversed in West v. Chesapeake & 
P. Teleph. Co. 295 US 662, 675.* There 
the court set aside a rate order of the 
Maryland commission because that com- 
mission had brought an earlier decision 
down to date by using price trends instead 
of by making a new appraisal. 

That case, however, was soon followed 
by the Pacific Gas and Electric Company 
case, 302 US 388, decided in 1938.* There 
the court emphasized what it had said in 
the Los Angeles case, and reversed a dis- 


2Los Angeles Gas & E. Corp. v. California R. 
Commission, PUR1933C 229, 240. 


$8 PUR NS 433. 


4 California R. Commission v. Pacific Gas & E. 
Co. 21 PUR NS 480. 
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trict court judgment, which had set aside 
a rate order of the California commission 
because the commission, in a rate proceed- 
ing, had made no finding of value and had 
stated that it used, as a rate base, the pru- 
dent investment as found by the commis- 
sion. 

The Pacific Gas and Electric Company 
case was followed by the Natural Gas 
Pipeline Company case, 315 US 575, 586, 
decided in 1942, in which the court held: 


The Constitution does not bind rate- 
making bodies to the service of any 
single formula or combination of for- 
mulas. Agencies to whom this legislative 
power has been delegated are free, 
within the ambit of their statutory au- 
thority, to make the pragmatic adjust- 
ments which may be called for by par- 
ticular circumstances.® 


This case states the constitutional rule 
as it is applied today. 


HE due process clause of the federal 
Constitution operates as a limitation 


5 Federal Power Commission v, Natural Gas 
Pipeline Co. of America, 42 PUR NS 129, 138. 





upon the legislative power of commis- 
sions, federal and state, in making rate 
laws for the companies subject to their 
jurisdiction, but does not direct the way 
they shall exercise their power. When a 
commission has made rates for any com- 
pany its order may still be challenged, on 
the ground that the rates prescribed are 
confiscatory, and, thereupon, the court 
will determine whether they are confisca- 
tory, by considering the amount of reve- 
nue they will produce, and not the way 
they were made. 


Economic Effect Principle 


HE decisions of the United States 

Supreme Court since the Natural Gas 
Pipeline Company decision indicate that 
in rate cases, where confiscation is claimed, 
the economic effect of the rates involved 
will be a dominant consideration with the 
court. In the Hope Natural Gas Company 
case (1944) 320 US 591, 602, 603, Mr. 
Justice Douglas said: 


... the fixing of “just and reason- 
able” rates, involves a balancing of the 
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investor and the consumer interests. . . . 
From the investor or company point 
of view, it is important that there be 
enough revenue not only for operating 
expenses but also for the capital costs 
of the business. These include service 
on the debt and dividends on the stock. 
. .. By that standard the return to the 
equity owner should be commensurate 
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THE HOPE Natural Gas decision was acclaimed at the time of its rendition 


with returns on investments in other 
enterprises having corresponding risks. 
That return, moreover, should be sufhi- 
cient to assure confidence in the finan- 
cial integrity of the enterprise, so as to 
maintain its credit and to attract 
capital.® 





6 Federal Power Commission v. Hope Nat. Gas 
Co. 51 PUR NS 193, 200. 









as having put to rest the ghost of Smyth v. Ames. As a matter of fact, it 
merely restored the legislative freedom of regulatory commissions and left 
to them the consideration of all pertinent factors in reaching a decision 
as to fair value and a fair return thereon. One or two jurisdictions, such as 
’ the state of Ohio, have established as a legislative standard the “repro- 
duction cost new" theory of determining fair value and where such legisla- 


Fruition of Regulation 


8 ie hundred and twenty-five years of 

regulatory development, with some 
litigious and truculent utility manage- 
ments testing and trying in each ascend- 
ing step of the courts, have finally suc- 
ceeded in bringing commission regulation 
to full fruition. These agencies to which 
legislative power has been delegated are 
now free within the scope of their statu- 
tory authority to make the pragmatic ad- 
justments that may be called for by par- 
ticular circumstances. In the exercise of 
these regulatory powers, the commission 
must give consideration to all relevant 
facts. In rate making, it should inquire into 
the degree of honesty and efficiency exer- 
cised by utility management in the conduct 
of its business. The character and adequacy 
of its service should be tested by the first 
rule of regulation; 1.e., “reasonableness.” 
Any change of conditions or circum- 
stances which may affect the use or nature 
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tive standards have been prescribed they must, of course, be followed. 





of the service rendered must be taken into 
account in the final determination. 

In other words, commissions are not 
called upon or required to burden con- 
sumers with rates designed to insure a 
return to the owners without regard to 
the conduct of its affairs, its service, or 
its present condition of usefulness. 


ben restoration of the legislative free- 
dom of regulatory commissions im- 
posed the urgent obligation and necessity 
of developing factors and guiding stand- 
ards to facilitate that ultimate conclu- 
sion which must “balance the consumer 
and investor interest.” 

In this undertaking, commissions have 
labored untiringly to develop methods 
and procedures that would meet the rule 
of reasonableness and that were readily 
ascertainable and subject to uniform appli- 
cation. 

The meeting of this responsibility 
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missions are not limited in scope to one 
or two major utility industries. Instead 
their jurisdictions generally extend across 
the entire utility field. 


was, in many cases, beyond the physical 
capabilities of the individual commission 
and its usually overworked staff. Unlike 
their federal counterparts, the state com- 
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Assistance of National Regulatory Association 


FINDING it impossible to keep currently abreast of the many complexities of 
every industry under their jurisdiction, and being faced with the practical 
necessity of avoiding undue conflict with neighboring jurisdictions, the com- 
missions turned to their national association for assistance. The result has been 
the formation of many standing committees of commissioners and their staff 
subcommittee of experts in many fields. These committees have undertaken 
long and highly technical studies completely beyond the resources of the 
individual commissions, and the results of their investigations have been 
made available not only to the association members but to the industries 
as well. These committees have sought and generally obtained excellent 
co-operation from their federal counterparts. 


A a result of these efforts, a marked im- 
provement has been attained in the 
quality of the regulatory processes. Also, 
substantial uniformity has been achieved 
in those areas where jurisdictional agree- 
ment has been essential. General accept- 
ance of the recommendations of the na- 
tional association has tended to lend them 
great weight of authority not only by 
the individual commissions, but by the 
courts as well. 


It is worthy of note to point out here 
that the state commissions have, so far 
as the Federal Communications Commis- 
sion and the Securities and Exchange 
Commission are concerned, been able to 
function in their respective spheres of re- 
sponsibility without the slightest friction 
or misunderstanding, and together have 
done a complete and thoroughly satis- 
factory job in providing regulation for 
the affected services. 
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The same can now also be said as to 
the present working relationship with the 
Federal Power Commission. In the early 
years of its expanded authority, difficulty 
was experienced with its federal and pub- 
lic ownership-minded members, but the 
errors they committed have now been cor- 
rected by litigation and congressional 
amendment. 


Regrettable ICC Doctrine 


NFORTUNATELY, the Interstate Com- 

merce Commission has persistently 
over all the years of its existence sought 
extension of its regulatory control over 
the railroad industry into areas rightfully 
belonging to state jurisdiction. The ac- 
tions of this agency stand as the one blot 
on an otherwise commendable record of 
the regulation commissions. 

The use of the conveniently nebulous 
doctrine of “burden upon interstate com- 
merce” by the Interstate Commerce Com- 
mission and the destructive competition 
bred by the provisions of § 22 of the In- 
terstate Commerce Act, have severely 
eroded the authority of the state regula- 
tory commissions in the railroad field. The 
Transportation Act of 1958 removed 
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from state jurisdiction the passenger serv- 
ices of the railroads which had been un- 
der state control since the birth of our 
modern regulatory agencies. 


Federal Encroachment Dangers 


HIS persistent invasion of state regu- 

latory authority by the federal gov- 
ernment is the greatest danger facing 
regulation today and, viewed in its broad 
implications, poses a serious threat to the 
continuation of our dual system of state 
and federal governments. It is the only 
cloud on an otherwise clear and unlim- 
ited horizon. 

The far-reaching effects of this danger 
are best exemplified by the decision in 
California Public Utilities Commission v. 
United States (1958) 355 US 534, 356 
US 925." This decision negates the statu- 
tory authority of the California commis- 
sion over negotiated rates for the federal 
agencies, and the intent, of course, is to 
use that case as a precedent to remove all 
state authority over such transportation. 
However, this motive only scratches the 
surface of the numerous possibilities 
opened up by this decision. The next logi- 
cal step is to apply this ruling to all utility 
services. And judging from the recent 
sword rattling of the General Services 
Administration, I do not anticipate a long 
wait before such action is instituted. 

The result of such encroachment upon 
state authority will result in the most 
abusive form of discrimination—that very 
discrimination which was one of the basic 
motivations for the formation of our 
regulatory agencies and one of the avowed 
reasons for their very existence, even un- 
der federal law. 


723 PUR3d 55. 
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Commissions’ Records Have Been Good 


AS | SEE IT, the test of time and the record of performance over the past 

thirty years serve to justify the soundness of the institution of commission 

regulation. Having had its legislative freedom restored, it has proven suc- 

cessful and can be credited with having played no small part in preserving 

the utility industry for individual initiative and private enterprise. Its only 

defeat has been at the hands of an avaricious federal government, and the 
final bell of this battle has not yet sounded. 


Regulatory commissions, being govern- 
mental agencies, are subject to the weak- 
nesses inherent in our democratic system 
but, by the same token, they embody the 
force and strength of the people who give 
them being. 

As evidenced by the high record of at- 
tainment their administration, over the 
years, has been entrusted to men of vi- 
sion and character, possessed of a true 
sense of public trust. Commissions can 
justly be proud of the record that has 
been achieved and should jealously guard 
the heritage of useful service that has 


come down to them, and the public shou!d 
be equally alert to maintain that same 
high standard of individual adminis- 
trators. 


HE future of regulation has every 

prospect of being as sound and re- 
warding as its past, provided only that we 
can maintain our dual system of govern- 
ment which is the foundation of this na- 
tion’s success and prevent the ever-covet- 
ous federal government agencies from 
further encroachments into the fields 
properly in the sphere of state regulation. 





First Washington City Telephone Directory 


ie first published telephone directory for Washington, D. C., bears the date 
of April 8, 1879, and was issued by the old National Telephone Exchange. 
This was the original telephone organization serving the city of Washington, 
and was established in 1878 on the initiative of the late George C. Maynard. The 
Maynard records are in the possession of the — & Potomac Telephone 


Company, which succeeded the old National Telephone Exchange. 

It is noteworthy that the list contained only 126 subscribers with numbers. Tele- 
phone "No. |" naturally went to the White House, listed alphabetically as "Execu- 
tive Mansion." "No. 2" went to the Capitol, in the Senate corridor. But apparently 
the House of Representatives and the U. S. Supreme Court had to get along, at 
that time, without telephones of their own because ''No. 3"' was listed as a private 
subscriber—none other than the Associated Press headquarters. Two other gov- 
ernment subscribers appeared to be the Department of Agriculture (''No. 105"') 
and the Treasury (''No. 4"). The ranking but conservative Department of State 
waited until a little later before installing the newfangled contraption. 

Several of the names appearing on this list are of families and firms still active 
in Washington social and business life. 
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Three Decades of Regulation 
Of Public Utilities 


By the Honorable H. LESTER HOOKER* 


Member, Virginia State Corporation Commission 


Regulation has proven itself a dynamic force in our economic 

society. It cannot be strait jacketed into a formula. It must remain 

flexible, change as conditions change. It must always be fair to both 

ratepayers and regulated utilities alike, take a long view of its job, 

keep alert to trends. To achieve still greater progress in the next 

thirty years, it needs the full support of legislators as well as the utili- 
ties themselves. Successful regulation precludes Socialism. 


y observations covering the past 
thirty years or so of public utility 
regulation are confined mostly to 

my experience as a member of the state 
corporation commission of Virginia. How- 
ever, I shall review very briefly some of 
the earlier history to show generally the 
progress that has been made in regulation. 

As early as 1844 two New England 
states set up railroad commissions, with 
jurisdiction limited to seeing that safe 
and adequate service was provided by the 
railroads. During the boom following the 


*For additional personal note, see “Pages with 


the Editors.” 
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Civil War, an Illinois statute fixing the 
maximum charges on the storage of grain 
was adopted. But the demand for rate 
regulation by commissions probably had 
its beginning in the Granger agitation of 
the 1870’s directed principally against the 
railroads. Numerous states adopted the 
Granger laws fixing maximum railroad 
charges. 

By the time court proceedings, test- 
ing the constitutionality of these laws, 
had reached their final stages the depres- 
sion of 1873 had set in. Many railroads 
were in receivership and these laws, in 
many states, had been repealed. 
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Howr® the Supreme Court in 1877 
held that the grain elevator business 
was clothed with a public interest and 
that regulation by a state under the police 
power was constitutional. The Granger 
laws were likewise upheld. Also, in 1886 
the court upheld the validity of a Missis- 
sippi statute providing for a railroad com- 
mission with full regulatory powers. It 
was held, however, that the exercise of 
the right of the state to regulate must be 
reasonable and avoid a taking of private 
property for public use without just com- 
pensation. 

In 1887 the Interstate Commerce Com- 
mission was established by Congress, but 
the commission did not originally have 
any rate-fixing powers at all. During the 
depression of 1893 William Jennings 
Bryan, in the case of Smyth v. Ames, 
sought a reduction in railroad rates based 
upon the then fair value of the railroads’ 
property, primarily because property 
values had declined below original cost. 
The Supreme Court’s decision in 1898 
laid down for the first time the fair value 
doctrine in the determination of the rea- 
sonableness of rates. 


Regulation Began in 1907 


[7 was after this Smyth v. Ames case 

that the full-powered commission reg- 
ulation of utilities in the states, including 
full rate-fixing powers, began to come 
into being. It seems generally accepted 
that 1907 was the starting point. In that 
year Wisconsin, New York, and Georgia 
established commissions and invested them 
with jurisdiction over telephone, tele- 
graph, gas, electric, and water companies. 
Other states soon followed. 

In Virginia our commission was cre- 
ated by the Constitutional Convention of 


1901-02. The original functions and juris- 
dictions, embodied in the Constitution of 
1902, included assessment for taxation, 
both state and local, and regulation of 
rates, rules, and regulations of transpor- 
tation and transmission companies only. 
Also included in the original functions 
were the issuance of certificates of incor- 
poration to all corporations doing busi- 
ness in Virginia; granting certificates to 
foreign corporations to do business in 
Virginia; and the enforcement of the law 
in reference to domestication of foreign 
corporations. 


. the provisions of the 1902 Con- 
stitution, as well as the statutes, the 
commission has been clothed with legisla- 
tive, judicial, and executive powers. 

It was not until 1914 that the legisla- 
ture passed laws requiring all public utili- 
ties (electric, gas, telephone, and water 
companies) to file their rates with the 
commission. Also, these laws gave the 
commission jurisdiction over the rates and 
services of such companies and power to 
fix such rates as shall be just and reason- 
able. Likewise, assessment for taxation, 
both state and local, of electric, gas, and 
water companies was added to the com- 
mission’s jurisdiction. 


Virginia Commission Has Broad Powers 


& time passed, the functions and juris- 
dictions of the commission have been 
greatly enlarged by the legislature, so that 
it is generally conceded that the Virginia 
commission is very unique in that the 
scope of its jurisdiction is broader than 
any like regulatory body in the United 

States. 
In addition to public utilities, its juris- 
diction extends to banks and other finan- 
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cial institutions, such as industrial loan 
companies, small loan companies, build- 
ing and loan companies, and credit unions ; 
to all insurance companies doing business 
in Virginia, both Virginia corporations 
and foreign corporations; to motor ve- 
hicle carriers, both passenger and freight ; 
to aircraft transportation, including li- 
censing of pilots, aircraft, and airfields; 
to issuance of securities under the “blue- 
sky” law; to regulation of rates of pilot- 
age in Virginia waters; to “Blue Cross” 
and “Blue Shield” hospital and medical 
plans; to rationing of utility services in 
cases of emergency, such as strikes, acci- 
dents, want of coal, etc.; and a variety 
of less important matters. _ 


Commission Regulation Effective 


_ commission form of regulation 
seemed best adapted to meet the pub- 
lic need. Commissions could give their full 
attention to the job and their staffs would 
be technically equipped for the work. As 
their services would be available at all 
times it was believed they would be in a 
position to act promptly, which looked 
good, both from the public and utility 
viewpoints. 

The first quarter of the twentieth cen- 
tury witnessed the period of the establish- 
ment of the state commissions. It was the 
period in which the young commissions 
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struggled to work out their legal princi- 
ples to come within the pattern of the 
fair value doctrine laid down in the Smyth 
v. Ames case. Also, it was a period of 
great physical growth of many of our 
utility companies. 

Then came the period of growing pains 
on the eve of the great depression. The 
1929 crash of the securities market was 
soon to reduce many holding companies 
to difficult financial positions and even to 
receiverships. The state commissions were 
still somewhat weak and understaffed, 
with more responsibilities thrust upon 
them than they were equipped to handle 
with top efficiency. 


Early Commission Controversies 


D=: this period, from the late 1920's 

into the early 1930’s, some of the 
most active and controversial events of 
the past thirty years took place. They be- 
gan to boil up in charges against mo- 
nopoly and power trust, which had cul- 
minated in the Walsh resolution so bit- 
terly debated in the U. S. Senate. It was 
a period of almost hysterical criticism 
against commission regulation. Charges 
were made in the press that utility regu- 
lation had broken down; that regulation 
had not worked as it was intended to 
work; that many of the old evils had con- 
tinued ; that new evils had developed ; that 


Reasons for Regulation 


GENERALLY, commission regulation in this country came into being 
(1) because of the public evils of competition in the utility field; 
(2) because direct regulation by legislatures was unscientific and 
inadequate; (3) because local authorities were not equipped to deal 
with utilities on an even footing in regulatory matters; and (4) be- 
cause general laws and contracts were too inflexible for reasonable 
regulation under varying conditions of operation. 
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the intricate questions of law and admin- 
istration, which govern the cost to the 


citizen of his utility services, were in a 
desperate tangle, etc. 


IT WAS in the early thirties that the Supreme Court first started its retreat 
away from the required adherence to the fair value doctrine. In Los Angeles 
Gas & E. Corp. v. California R. Commission (289 US 287, PURI933C 229), 
the court said it did not sit as a board of review to pass on methods of 
regulatory boards in the absence of evidence that rates finally fixed were 
actually confiscatory. This case foreshadowed two more sweeping decisions 
in the following decade—Natural Gas Pipeline case in 1942, and Hope 


Natural Gas case in 1944. 


The entrance of the federal govern- 
ment into the electric power field and the 
abandonment by federal courts of the fair 
value doctrine brought forth vigorous dis- 
cussions, pro and con, throughout the 
country. Commissioners, legislators, edu- 
cators, executives, and professional spe- 
cialists joined with the politicians in 
threshing over the economic consequences 
of the fair value rule and the advantages, 
or lack of advantages, of the original cost 
basis. 

Needless to say, it is an argument that 
has not been fully settled yet and is not 
likely to be settled in the immediate fu- 
ture of these inflationary days. However, 
I believe it can be recorded that this pe- 
riod of storm and controversy tested the 
strength and stability of commission regu- 
lation as an institution. It survived be- 
cause after each storm there was an evalu- 
ation of arguments and the adoption of 
reforms as needed. Invariably such re- 
forms had the ultimate effect of strength- 
ening the commissions, both state and 
federal. 


Some Interesting Developments 


MONG the federal acts to come out of 
this period were the Holding Com- 
pany Act, the Federal Power Act, and the 


Federal Communications Act. The state 
commissions were generally strengthened 
by their respective legislatures with larger 
staffs, better appropriations, and more 
effective regulatory laws. 

For instance, in Virginia the commis- 
sion had in 1929 about sixty-five on its 
staff, as compared to about 240 today. 
Also, the legislature since 1929 has passed 
acts extending the jurisdiction of the com- 
mission as to public utilities to include (1) 
granting of licenses for hydroelectric de- 
velopments, (2) issuance of securities of 
public utilities, (3) transactions with 
affiliated interests, (4) jurisdiction over 
REA electric and telephone co-operatives 
in same manner and to same extent as 
other utilities in Virginia, (5) acquisition 
or disposition of utility assets, (6) grant- 
ing certificates of public convenience and 
necessity, (7) jurisdiction over sewerage 
companies, and (8) acting as agent for 
the governor in taking over and operat- 
ing public utilities in case of threatened 
strikes. 


Ww has happened since this period 

in the thirties has far surpassed in 
significance and activity all that has gone 
before. Reproduction cost, as a measure 
of rate-making value, began to go into 
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eclipse. The Hope decision in 1944 freed 
the commissions of all but a remnant of 
constitutional restraint on their rate-mak- 
ing discretion. Adherence to original cost 
less depreciation became the predominant 
measure for rate making. Utility rates 
generally reached record low levels. 

World War II brought the period of 
emergency restrictions on some operations 
and plant expansion. Rate cases dropped 
off under the economic effect of the gen- 
eral price fixing by the Office of Price 
Administration in the nonutility field. 
Then came the postwar inflation years 
still fresh in our memory and which are 
still with us. Unregulated commodity 
prices skyrocketed. So did the demands 
for utility services. 

The defense effort of the Korean War 
complicated and eventually aggravated the 
continued surge of inflation. Petitions for 
utility rate increases began slowly in 1946 
—first in the transit and telephone fields, 
then more rapidly as the natural gas com- 
panies felt the pinch of rising costs. Then 
more lately the electric and water compa- 
nies found it necessary to seek more reve- 
nues through rate increases. Also, the 
utilities once more began to challenge the 
practicability of strict cost measurement 
in a steep inflationary era. Some state 
courts have agreed. The argument still 
rages not only as to rate base but also as 
to the allied sectors of depreciation ac- 
cruals for both rate-making and tax de- 
duction purposes. 


a back over my past thirty years 
in the field of public utility regula- 
tion, I am convinced that it is most im- 
portant to keep one theme constantly in 
mind; namely, it is necessary for regula- 
tory commissions to take a balanced view 
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looking toward stimulation of utility ex- 
pansion and improvement of services 
rather than to prices and profits alone. 

Under state regulation private indus- 
try has had a major part in the amazing 
expansion of public utilities during this 
period. Public utilities have gone to the 
public many times, in the postwar period 
alone, for the new money to finance such 
expansion. It was reported some months 
ago that the utility industry alone had 
raised nearly one-half of all the new capi- 
tal raised publicly by corporations in this 
country in the postwar period. This has 
been an outstanding job and yet the al- 
most overpowering demands of the Amer- 
ican economy for utility services of all 
kinds still continue. 


I Do not have national statistics showing 

the amazing growth and expansion 
in the public utility field over the past 
thirty years, but for Virginia I am listing 
the following examples for 1929 as com- 
pared with 1959: electric customers from 
229,000 to 1,028,000, or 350 per cent in- 
crease; electric plant investment from 
$141 million to over $941 million, or 566 
per cent increase; telephones in service 
from 186,000 to over 1,155,000, or 520 
per cent increase; telephone plant invest- 
ment from over $34 million to over $397 
million, or 1,050 per cent increase; gas 
customers from 58,000 to over 268,000, 
or 360 per cent increase; gas plant in- 
vestment (excluding pipeline companies) 
from over $11 million to over $85 mil- 
lion, or 635 per cent increase. Increases 
in sales of electricity and gas were more 
amazing than the above figures. I am sure 
that similar statistics covering the whole 
country would also show tremendous 
growth and expansion. 
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Obligations of Regulation 
eo here is where regula- 

tion so easily can go astray—we 
must not lose sight of the fact that fulfill- 
ment of our obligation to the customers 


OPOSED RATE 
a SERVICE TARIFFS 


of utilities can best be achieved when the 
utility is in a consistently sound financial 
position. I stress this because the custom- 
ers’ interest is inescapably linked to the 
condition of the utility. 


ONLY the financially strong utility company can secure the money to ade- 
quately meet such heavy demands for expansion. One of the most important 
responsibilities of a regulatory commission, it seems to me, is to realize that 
the commissions, as well as utilities, must have a long-range plan. We are 
woefully mistaken if we get the idea that regulation begins and ends by 
whittling down the rates a utility should be permitted to charge. 


The commission that fails to permit a 
utility to continuously earn a reasonable 
and fair return is not, in my opinion, 
properly protecting those who use and 
depend on regulation to see that they re- 
ceive efficient and dependable service. It 
has been my experience that poor service 
at any price is high. Also, I have found 
that the public generally is willing to pay 
reasonable rates if the service is satisfac- 
tory and dependable. 


Success of Private Utility Ownership 


‘ | ‘HE impartial student of regulation is 
struck by the fact that only in this 


country are the public utilities so much 
under the control and operation of private 
ownership. This is a strong indication that 
state regulation has succeeded so satisfac- 
torily in the public’s mind that the con- 
tinuation of privately owned and oper- 
ated utilities under state regulation is in 
the best interests of the public. 

Judged by actual performance, it must 
be admitted that the overall results of our 
system have served the public remarkably 
well. Of course this excellent record has 
not been due entirely to regulation. It is 
also the manifestation of the success of 
our American free enterprise system. 
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PRIVATE enterprise in our public utilities, under state regulation, has been 


so successful that this country has become the envy of the world, It behooves 
every citizen to take an intelligent look at what is going on and what appears 
to be contemplated in our national affairs. The rights of the states and the 


freedom of private enterprise are inescapably interwoven. The infringement 
of federal — over state authority inevitably weakens states’ rights, 


adversely a 


ecting private enterprise—the very industry upon which this 


country has grown great. The continued overlapping of the jurisdiction of 
the federal government over that of the several states has grown to an 
alarming extent, and, in my opinion, a national awakening is needed to restore 
the functions of the federal and state governments to their rightful sphere 


and relationship. 


I am a firm believer in complete regu- 
lation of the utility industry, and I am 
just as strongly opposed to government 
ownership or operation, whether federal 
or state. Under the present system of 
regulation the public is fully protected as 
to the rates being charged. The history of 
the industry is the best evidence of the 
efficiency of the service under private 
management, publicly regulated. This 
method encourages to the fullest extent 
businesslike operation of utilities. As a 
learned jurist has said: 


It has been found better to let the 
natural laws of economy and society 
prevail and to leave ownership and op- 
eration of public utilities, under proper 
regulation, in the hands of men whose 
lives have been spent in the operation 
of these utilities, and whose education 
and long practice have made them ex- 
pert in this highly specialized business. 


Rate Cases, Then and Now 


HERE is one other point to which at- 
tention may be called and that is the 
decided difference in the rate cases today 
as compared to those of some thirty years 
ago. Under the old processes the rate cases 
were usually long drawn out and very 
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controversial, due to the fact that gen- 
erally several methods of arriving at the 
present fair value were employed. Vari- 
ous values of the physical property were 
presented by engineers and accountants 
for the utilities, as well as for the public. 
The subject of most controversy was the 
reproduction cost estimates, including the 
various overheads, depreciation, and go- 
ing concern value associated with such 
reproduction cost estimates. Also, there 
was always much controversy as to how 
much weight should be given to the re- 
production cost estimates in the final de- 
termination of present fair value. Of 
course, such rate cases were generally 
very costly, which cost was ultimately 
paid for by the customers in thei rates. 


bee. our commission uses end-of- 
' period original cost investment, less 
depreciation reserve, plus materials and 
supplies and a reasonable allowance for 
cash working capital, in fixing the rate 
base of the utility in rate cases. This 
method has eliminated much of the con- 
troversy and has simplified to a great ex- 
tent the formal hearings. I am convinced 
that the public generally is less critical of, 
and much more satisfied with, this method 
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than was the case under the former 
method. 

Also, I am definitely of the opinion 
that over all the utility industry has be- 
come much more stable under the present 
basis, especially here in Virginia. Much 
of the uncertainty, necessarily attached to 
the old method, has been eliminated and 
the formal hearings require much less 
time. The commission is able to render its 
decisions much sooner, both in cases filed 
by the utilities for increases and in cases 
filed by the public for investigations as to 
the reasonableness of utility rates. 


What Have We Learned? 


N conclusion, let us assume that regu- 
lation is here to stay as an institution 
for maintaining the private enterprise sys- 
tem in the utility business of this country ; 
then what lasting lessons can be learned 
from the past thirty years? Here in brief 
is what I would say they seem to tell us: 
1, That regulation is a living thing and 
it cannot be covered or embraced under 
any special or permanent formula. It must 
change as the economic system, in which 
it operates, changes. The good, sound, 
practical regulation of one decade may 
not necessarily be the good, sound, prac- 
tical regulation of another decade. 

2. That regulation needs continued sup- 
port. It needs continued support from 
legislators in the form of sound, work- 
able laws, and adequate appropriations. 
It needs continued support from the regu- 
lated utilities themselves, most of which 
now recognize that regulation is the bul- 
wark between them and Socialism, be- 
cause it is the only successful and work- 
able alternative to Socialism. Fortu- 
nately, the day of opposition and obstruc- 
tion to commission regulation by the utili- 


ties themselves has been gone for some 
time. Most of all, it needs continued sup- 
port from the public and that, in turn, 
means that it must be understood by the 
public. Selling regulation to the public is 
a job that is never finished and never will 
be finished. It is a constant challenge to 
all those with the public interest at heart. 
3. That regulation must be fair. It must 
be fair to the ratepayers and the regu- 
lated utilities alike. If one were to deliber- 
ately set about to destroy regulation, he 
could find no more effective method than 
to “load” the scales one way or the other. 
Abuse the ratepayer long enough and 
hard enough, and public sentiment will 
explode in a demand for direct govern- 
ment intervention, as in Europe or Latin 
America, Abuse the investor long enough 
and hard enough and you will accomplish 
the same end result by default. The in- 
vestor will not invest. Service will falter 
and may even collapse. Public clamor will 
arise for the same old disillusioning but 
inevitable alternate—public ownership. 
So much for the broad and general les- 
sons which can be learned from these past 
thirty years. What about the future? 


What’s to ComeP 


r the past experience has taught us one 

thing, it is that the nation’s economy is 
dynamic and never stands still. But the 
steady deterioration in the value of the 
dollar, with only rare and brief periods of 
increased purchasing power, shows us that 
inflation is more or less now a normal 
trend over the long pull. Therefore, it 
may well be that the courts and commis- 
sions will have to go on searching for new 
regulatory patterns or re-examining the 
old ones. 

But whatever is necessary in the fu- 
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ture, this much we know from the past: 
Commission regulation can be adjusted to 
fit the needs of the new conditions as they 
arise. This is more than can be said for 
the less flexible alternatives of socialized 
services or fiat regulation which, judging 
by experience abroad, can let service de- 
teriorate to a point intolerable by our 
American standards. 


; inecenaagiesaty it would appear that what- 

ever its occasional shortcomings 
might be, commission regulation in this 
country has, I believe, earned and merited 
the support of the American people and 
America lawmakers. Hardly anyone today 


would seriously suggest getting rid of it, 
or trying something else to take over our 
public utility field as a whole. It is hard 
to imagine any circumstances in the fu- 
ture which will change this picture very 
much, unless the regulatory commissions 
themselves become involved in politics. 


I THINK much progress has been made in 

the past thirty some years I have seen 
intimately. I have full confidence that 
more and more progress will come in the 
next thirty years, particularly if more co- 
operation can be attained among repre- 
sentatives of the regulatory authorities, 
the public, and the utilities. 
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Road to Chaos 


", . . the government simultaneously owns, operates, subsidizes, purchases, 
promotes, and regulates various forms of air, ground, and water transportation. 
needed the interference is haphazard, extremely expensive, and often self-con- 
tradictory.... 

"Now two major studies are being undertaken, and a number of officials think 
they should be aimed at a basic reappraisa! of federal transportation policy. . . . 

"Certainly any study, to be useful, must recognize that the key to a solution is 
a sharp limitation of government intervention both as a competitor and as a reg- 
ulator. For one thing, many of the ostensible original reasons for meddling have 
disappeared or changed. The classic case is the railroads, still tightly and inequi- 
tably controlled as the monopoly they may once have been but have not been for 
many years. 

"Beyond that, the situation the government has created in transportation is 
proof that government, when it gets too big and tries to do too much, simply can- 
not manage. Government cannot operate businesses efficiently because it doesn't 
have to go by business rules. Government cannot regulate all businesses wisely or 
well because, among other reasons, it inevitably smothers everything in bureauc- 
racy. There is still no good substitute for the market judgments of millions of 
private individuals. 

"Transportation obviously is not the only demonstration of these truths, but it 
is one where the remedy is pretty clear: The government should start to get off 


this costly road to chaos.” 
—EDITORIAL STATEMENT, 
The Wall Street Journal. 


JULY 2, 1959 





Improving the Regulatory Process 


The Subcommittee on Legislative Oversight 
seeks to help federal regulatory agencies 
by changing or improving restrictive and 
vague legislation, relieving them of opera- 
tional difficulties and improper pressures and 
influences. Even though commissions are 
adopting many rules and regulations to help 
themselves, it is still most essential that 
legislative control be exercised by Congress. 


By the Honorable OREN HARRIS* 


U. S. Representative from Arkansas 


HE broad objectives of the House 

Subcommittee on Legislative Over- 

sight are to determine the extent to 
which the statutes administered by the in- 
dependent agencies are being carried out 
in accordance with the intent of Congress, 
the adequacy of the enabling statutes in 
view of changing conditions, and the 
means by which the agencies may be freed 
from disrupting pressures that may exert 
harmful influence on the faithful dis- 
charge of their duties. 


Origin and Purpose of the Subcommittee 


Die Legislative Reorganization Act of 
1946, in § 136, entitled “Legislative 
Oversight by Standing Committees,” pro- 
vides that 


. each standing committee of the 
Senate and House of Representatives 
shall exercise continuous watchfulness 
of the execution by the administrative 
agencies concerned of any laws, the sub- 


*Chairman, House Subcommittee on Legislative 
Oversight. 











ject matter of which is within the juris- 
diction of such committee. . . 


Subsequently, this provision was incor- 
porated in the House rules and, in Feb- 
ruary, 1957, when the House of Repre- 
sentatives was considering the resolution 
authorizing the “legislative oversight” 
activities of the Committee on Interstate 
and Foreign Commerce, Speaker Rayburn 
took the floor to comment: 


I trust that the gentlemen will set up 
a subcommittee . . . to go into the ad- 
miuistration of each and every one of 
these laws to see whether or not the 
law, as we intended it, is being carried 
out or whether a great many of these 
laws are being repealed or revamped 
by those who administer them. 


On March 6, 1957, the authorizing res- 
olution having passed, as chairman of the 
House Committee on Interstate and For- 
eign Commerce, I appointed the Special 
Subcommittee on Legislative Oversight. 
Shortly thereafter, funds were requested 
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to enable the subcommittee to carry out 
its responsibilities. On April 11, 1957, the 
appropriation resolution passed and the 
subcommittee thereupon began organiz- 
ing itself as a working body.* 


I order to achieve its broad purposes, 
it was necessary that the subcommittee 
undertake (1) to examine the basic legis- 
lation which might be so limited in scope 
as seriously to restrict the execution of 
the regulatory functions intended by Con- 
gress, or so broad as to enable the agency 
to operate in areas not intended by Con- 
gress, or so ambiguous as to create honest 
doubt regarding the specific limitations 
desired by Congress on the agencies’ reg- 
ulatory powers; (2) to study the actual 
functioning of each agency to see if it has 
been performing with acceptable efficiency 
and propriety and in a manner best serv- 
ing the public interest; and (3) to free 
each agencv from pressures and influences 
which might cast suspicion on the integ- 
rity of its decisions. 


Basic Legislation 


. F ‘HE subcommittee in a policy state- 
ment issued April 18, 1957, listed 
among the subjects to be considered: 


(1) Review and analysis of the laws 
and amendments, and intent of the Con- 
gress when enacted; 

(2) Area of the field regulated by 
each law, changing circumstances and 
growth of the field since enactment; 


1 The subcommittee’s jurisdiction covers the in- 
dependent regulatory commissions which are subject 
to the jurisdiction of the parent Committee on In- 
terstate and Foreign Commerce. In the 85th Con- 
gress, H. Res. 99, as amended by H. Res. 197 and 
H. Res. 316, provides the areas within which the 
subcommittee may make investigations and studies. 
In the 86th Congress, H. Res. 56 contains similar 
provisions. 
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(3) Consideration of the legislative 
standards in the law to determine 
whether they can be drafted in more 
precise terms with the view of reducing 
administrative discretion . . . 


We recommended in the January 3, 
1959, report (House Report No. 2711), 
certain across-the-board changes applica- 
ble to several of the agencies. These in- 
volved primarily administrative functions, 
internal agency organization, and the iso- 
lation of the agencies from pressures from 
within and outside the government. Many 
of these recommendations have been em- 
bodied in HR 4800, which I introduced 
in the House of Representatives on Feb- 
ruary 19, 1959, and on which hearings 
will soon be held. In addition, our recom- 
mendations met a number of problems 
that are peculiar to the separate statutes 
governing the several agencies. 


Functioning of the Agencies 


N its initial outline of policy the sub- 

committee indicated that it would ap- 
proach this aspect of the problem by 
inquiring into the faithful execution of 
the law in the public interest and the ex- 
tent to which statutory standards are 
being amended by rule or internal 
procedures to distort their original pur- 
poses. The subcommittee regarded as 
particularly requiring further legislative 
inquiry: (1) consistency of agency find- 
ings, absent amending legislation or court 
decisions, as to what constitutes the public 
interest; and (2) the reasons for frequent 
variation in the application of criteria 
from case to case. The subcommittee also 
studied and made a number of recom- 
mendations with respect to the internal or- 
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ganization and operational efficiency of 
the several agencies, 


Independence of Agencies 
F aeigennien and delicate problem exists 
in maintaining the freedom and in- 


dependence of administrative agencies and 
their necessary access to information from 
the public, the regulated industry and 
others, and, at the same time, to inhibit 
improper ex parte approaches. 


THERE is a legitimate need for proper means of communication between 
agencies and interested persons in the categories mentioned. Information of 
great value to the agencies is constantly provided them from such sources. 
Persons in these groups can submit to agencies’ requests and inquiries which are 
entirely appropriate and which help to expedite the administrative process. 
Often, by proper ex parte conferences lengthy hearings can be avoided and 
public interest objectives can be reached more quickly and economically. 
However, unless caution is constantly observed, such activities can quickly 
expand to the point where they go beyond the limits of propriety. A great 
difficulty lies in drawing clearly and equitably the line of demarcation between 


proper and improper ex parte contacts. 


This situation has required the subcom- 
mittee to give earnest consideration to the 
degree of identification of a regulatory 
agency with those whom it regulates and 
activities of government officials which 
constitute excessive pressure upon an 
agency. As a step toward keeping thes 
contacts within proper bounds, the sub- 
committee has recommended across-the- 
board legislation requiring that 


Any communication, written or non- 
written, to or from a commissioner or 
commission employee, pertaining to 
any proceeding which by law or by 
commission rule or practice must be de- 
termined upon the record shall be in- 
cluded in the public record. A memo- 
randum containing the substance of any 
such nonwritten communication shall 
be included in such record. (House Re- 
port No. 2711.) 


| fundamental problem involves 
the question, what effective meas- 


ures can be put into practice which will 
have a reasonable prospect of winning the 
deserved confidence of the public in the 
impartiality, fairness, and integrity of the 
administration of the law? 

We must be aware of the difficulty of 
establishing morality by legislation. But 
the admitted difficulty does not mean, in 
my view, that we cannot improve the ad- 
ministration of the law by means of a 
published code of ethics, setting standards 
of conduct for all who participate in ad- 
ministrative proceedings. The task of 
formulating such a code calls for the 
thoughtful consideration and creative in- 
genuity of members of the bar, especially 
those practicing before administrative 
agencies, and of commissioners and staff 
personnel of the agencies themselves. 


Ex Parte Pressures 


HEN commissions have the power 
to grant licenses or franchises worth 
millions of dollars, it may be expected 
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that certain selfish interests will put on 
the pressure. If, to paraphrase the Fed- 
eralist, the seekers after franchises were 
angels, there would be no need for eth- 
ical codes or even a criminal law in the 
administrative field. These pressures, gen- 
erally exerted by ex parte communications 
between commission members and per- 
sonnel of an agency on the one hand, and 
other interested persons or institutions on 
the other, constitute perhaps the greatest 
obstacle to achievement of the highest 
level of excellence in the administrative 
process. Unfortunately, the hearing rec- 
ord of the subcommittee is replete with 
instances of improper ex parte pressures 
upon commissioners. 

While this type of activity has been said 
to exist in every branch of government, 
its most widespread and damaging influ- 
ence is felt in connection with the exercise 


by the agencies of their adjudicatory and 
rule-making powers. 


HE issue of ex parte communications 

in connection with rule-making pro- 
ceedings of an administrative agency is 
not so clear-cut. The myriad varieties of 
administrative activity falling under the 
rubric of “rule making” spread over a 
wide spectrum. Some of the “rules” laid 
down are of such broad and general appli- 
cation that they apply with equal force to 
all members of a particular industry. 

In other instances of rule making, while 
the proceedings may appear to be develop- 
ing a policy of broad application, a realis- 
tic view of the situation will reveal that 
the practical result vitally affects one or a 
very few industry members. Certainly in 
the latter situation justice to the few so 
directly affected requires that they be ap- 
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prized of all revelant matters considered 
by the commission in arriving at its deci- 
sion. Should not the prohibition against 
ex parte communications be applied to all 
rule-making proceedings just as everyone 
agrees it should be applied to adjudicatory 
proceedings? 


fn Supreme Court has recently, in 

the Sangamon Valley Television case, 
considered the matter of ex parte com- 
munications in a rule-making proceeding. 
The Federal Communications Commis- 
sion, amending its table of area allocations 
of television channels, withdrew VHF 
Channel 2 from Springfield, Illinois, and 
assigned it to St. Louis, Missouri. One of 
the principals in the case subsequently 
testified before our subcommittee of many 
letters, telephone calls, and personal visits 
he made to commissioners to advocate the 
shift of Channel 2 to St. Louis. He also 
admitted making presents to some of the 
members of the commission at times when 
he was an interested party in the proceed- 
ings before the commission. 

A Springfield, Illinois, applicant ap- 
pealed the commission’s decision and the 
court of appeals sustained the commis- 
sion. The applicant petitioned the Su- 
preme Court for a writ of certiorari. In 
his brief urging denial of the writ, the 
U. S. Solicitor General believed it proper 
“to call the court’s attention to certain testi- 
mony given before the Subcommittee on 
Legislative Oversight of the House... 
subsequent to the decision by the court of 
appeals affirming the commission’s order. 
The testimony indicates that after the 
rule-making proceeding here had been 
initiated . . . and while it was under con- 
sideration by the commission, representa- 
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Court Ethics Should Be Adhered to 








ALL WILL agree, | believe, that the commissions, when exercising their re- 
sponsibilities in adjudicatory proceedings, as for example when licenses or 
franchises are sought by contending applicants, should hold to the standards 
of propriety applicable to courts of law. As Professor Clark M. Byse of the 
Harvard Law School said in a statement made before our subcommittee, 
"... if the adjudicative form is utilized—that is, if Congress says that the 
decision shall be based on evidence adduced at a hearing—then | can see no 
reason why the ethical standards applicable to judges and to lawyers in court 
proceedings should not be applied to the administrative judge and the counsel 
who appears before him." 


tives of the St. Louis operator . . . who 
was interested in having a new VHF chan- 
nel assigned to St. Louis, and representa- 
tives of the petitioner and the other ap- 
plicant for VHF Channel 2 in Springfield, 
made ex parte presentations with respect 
to merits of the rule-making proceedings 
to various members of the commission.” 
The Supreme Court on October 20, 1958, 
granted the petition for certiorari, vacated 
the judgment of the court of appeals, and 
remanded the case on the basis of the 
above-mentioned representations in the 
Solicitor General’s brief. (Sangamon Val- 
ley Television Corp. v. United States et 
al.) 


HE Department of Justice, in its brief 

before the court of appeals, on re- 
mand, urged that the case be returned to 
the commission on the grounds that the 
ex parte approaches disclosed in the sub- 
committee hearings (1) violated the rules 
of the commission and (2) departed from 
“the cherished judicial tradition embody- 
ing the basic concepts of fair play.” In 
support of its second ground the depart- 
ment urged that “even were the commis- 
sion’s procedure silent on this score, con- 
siderations of basic fairness would require 
a ban on ex parte pleas in this type of ad- 
ministrative proceeding, involving as it 
does an allocation of specific channels 
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among several communities, and a resolu- 
tion of conflicting claims asserted by com- 


peting parties in relation to the use of val- 
uable spectrum rights. 


"THE NEED for fairness cannot turn on whether the label ‘quasi-legislative' 
or ‘quasi-judicial’ be applied. The outcome of this proceeding, we emphasize, 
affected particular interests in a concrete, substantial way... Where, as here, 
fundamental fairness requires the consideration and resolution of the subject 
matter to be conducted on the basis of full, open presentation by the inter- 
ested parties, no proceeding should be sustained on appellate review where 
it appears that this basic requirement has not been scrupulously observed." 


(Emphasis supplied.) 


The court of appeals for the District of 
Columbia circuit on May 8, 1959, accepted 
both grounds pressed by the Department 
of Justice, vacated the commission order 
and remanded the case to the commission 
for an evidential hearing to determine, 
among other things, the nature and source 
of all the ex parte pleas and other ap- 


proaches involved in this case.* The court 
of appeals stated: 


Interested attempts “to influence any 
member of the commission . . . except 
by the recognized and public processes” 
go “to the very core of the commission’s 
quasi-judicial powers . . .” Massachu- 
sets Bay Telecasters v. Federal Com- 
munications Commission, —US App 
DC—, 261 F2d 55, 66, 67. That case 
involved licensing, not rule making. 
Ordinarily allocation of TV channels 
among communities is a matter of rule 
making, governed by §4 of the Admin- 
istrative Procedure Act, 5 USC §1003, 
rather than adjudication governed by 
§ 5,5 USC § 1004. The commission and 
the intervener contend that because the 
proceeding now on review was “rule 
making,” ex parte attempts to influence 
2Sangamon Valley Television Corp. v. United 


States et al. (CA DC 1958) 103 US App DC 113, 
225 F2d 191. 
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the commissioners did not invalidate it. 
The Department of Justice disagrees. 
On behalf of the United States, the de- 
partment urges that whatever the pro- 
ceeding may be called it involved not 
only allocation of TV channels among 
communities but also resolution of con- 
flicting private claims to a valuable privi- 
lege, and that basic fairness requires 
such a proceeding to be carried on in 
the open. We agree with the Depart- 
ment of Justice. Accordingly the private 
approaches to the members of the com- 
mission vitiated its action and the pro- 
ceeding must be reopened. 

We agree also that the commission 
proceeding must be reopened for anoth- 
er reason. Agency action that substan- 
tially and prejudicially violates the agen- 
cy’s rules cannot stand. At the time of 
this proceeding the commission had no 
general regulations governing all rule 
making, but when it proposed an alloca- 
tion of TV channels to particular com- 
munities it was its usual practice, fol- 
lowed in this instance, to prescribe a cut- 
off date before which “Any interested 
person... may file with the commission 

. written data, views, or arguments 
setting forth his comments” favoring 
or opposing the plan; a cut-off date for 
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“comments or briefs in reply” ; and that 
“No additional comments may be filed” 
without a request from the commission 
or a showing of good cause. By plain 
implication, this rule forbade submit- 
ting material to the commission’s mem- 
bers after the time for filing it with the 
commission had gone by. The rule can- 
not be interpreted to permit parties to 
make off-the-record contentions that it 
forbids them to make on the record. 
(Footnotes omitted. ) 


Recent Activities of the Subcommittee. 
7 subcommittee recently concluded 
eight days of panel discussions par- 
ticipated in by representatives of six of 
the major regulatory commissions, prac- 
ticing attorneys, the regulated industries, 
the Federal Trial Examiners’ Conference, 
trade associations, and bar associations. 
The panel had under discussion the fol- 
lowing four topics which should interest 
all persons engaged in the field of admin- 
istrative regulation : 
(1) Ex parte pressures and possible 
legislative or administrative remedies 


therefor ; 
(2) The role of hearing examiners; 


(3) The functions of and division of 
responsibility among commissioners and 
their staffs ; and 

(4) The general efficiency of the 
agencies in disposing of their work. 


The subcommittee, while interested in 
knowing the official views of each of the 
commissions, desired to have a free, ob- 
jective, and fair presentation of the views 
of all the participants. Therefore, each 
panel member was urged to advance his 
personal views as distinguished from those 
of the agency or other group with which 
he was associated. The subcommittee has 
found that this type of hearing is of in- 
estimable value in that it discloses in con- 
crete form the informed views of those 
intimately associated with the day-to-day 
workings of the agencies. 


Conclusion 

HILE the subcommittee’s inquiries in- 

to the field of improper ex parte 
pressures have received the most wide- 
spread publicity, this should not be al- 
lowed to overshadow the more funda- 
mental and important matters entrusted to 
it for investigation, study, and recom- 
mendation. 


THE subcommittee's objective is to release the independent agencies from 
the Procrustean bed of unduly restrictive or vague basic legislation, opera- 
tional difficulties, and improper pressures or influences from whatever source 
they might emanate. If, in the course of the performance of its duties, the 
subcommittee finds evidence of wrongdoing, it has the duty to make a record 
of the relevant facts. The vitality of our system of representative government 
depends upon the widespread confidence of the people in the fairness and 
integrity of the operations of their government. 


How this public confidence can be 
strengthened and given renewed vigor has 
been of great concern to the members of 


25 


this subcommittee in all their deliberations. 
Our subcommittee believes that continual 
improvement of administration should be 
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sought through careful selection of ap- HE commissions themselves are now 
pointees by the Executive; s*-' «tes pro- promulgating rules and regulations 
viding more clearly guide lines .or the ex- ten times the volume of congressional en- 
ercise of administrative discretion; more actments. 

respect in word and deed for the true So long as the acts sketch only a 
spirit of due process of law; and a con- general outline to be filled in by the agen- 
stant search by all for opportunities to cies themselves and opportunity for judi- 
improve the administrative process. At the cial review is not available in some impor- 
same time, we must emphasize the con- tant respects, there must be no relaxation 
tinuous watchfulness by Congress of the in the vigorous exercise of the constitu- 
functioning of the regulatory commissions tional power of legislative control and 


is a necessity. s1pervision. 





_ Evils of Union Monopolism 
— Unionism breeds corruption and manifests itself in many 
ways contrary to the public interest, even as business monopoly did, 


earlier. These evidences occur [in the following ways]: 
"|, When Monopoly Unionism restrains, rather than uplifts, the individual, 


and forces him into conformity. 

"2. When it obtains from government legal, and quasi-legal, support in 
the form of special laws, and preferred handling by government agencies. 

"3. When it obtains exclusive control of goods or services and denies the 
benefits of such goods or services to the other segments of the economy, 
except on conditions most favorable to its controllers or leaders. 

"4. When it obtains the powers of coercion, by law or economic strength, 
enabling it to dictate at will to other segments of the economy. 

"5. When it exacts tribute from other segments of the economy in the 
form of payments for services not rendered (featherbedding); tribute for 
favors conferred or violence withheld (racketeering); and tribute in the form 
of higher prices for all (inflation). 

"6. When it turns upon its principal benefactor, government, and seeks 
to impose its power, philosophy, and ambitions upon it. 

"7. When it places its own interests above the interests of groups equally 
important te the economy, or even above the interests of the entire society 
itself. 

"If we can make Monopoly Unionism publicly visible for what it is: a mo- 
nopoly against the public interest, then | honestly believe the general public 
will bring pressure on Congress to do the obvious thing and give the unions 
the help urged recently by Henry Ford, by applying to Monopoly Unionism 
the restrictions of the antitrust laws." 


—EDWARD J. HANLEY, 
President, Allegheny Ludlum Steel Corporation. 
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The Lawyer as an Executive of a 
Regulated Utility Business 


By DONALD C. POWER* 
Chairman of the board, General Telephone & 
Electronics Corporation 





A lawyer may actually do a better job than some others in a utility executive 
post because of his training to be objective and to see all sides of a problem. 
However, the law-trained mind has to undergo a difficult transition in order 
to master the human and public relations concepts that deal with serving and 
winning the good will of customers. Mcreover, a lawyer must learn to use his 
imagination to blaze new trails of public service for his company. 


N congratulating Pusiic UTILITIES 
FORTNIGHTLY on passing the thirtieth 
milestone, this writer is moved to feel 

somewhat time conscious himself. It 
seems hard to realize that the familiar 
“Blue Book of Regulation,” as it is often 
called in the public utility business, has 
reached such maturity as well as author- 
ity. Yet it seems like only yesterday that 
this writer was pleased to have one of his 
earliest pieces of writing accepted for 
publication. As a matter of fact, it was 


*For additional personal note, see “Pages with 
the Editors.” 


back in 1931, and it was sold to PuBLic 
Utiuiries ForTNIGHTLY. 

That early effort, written at a time 
when the author was an assistant profes- 
sor of business organization at Ohio State 
University, shows that he was in favor of 
regulation as a long-range stabilizing in- 
fluence on the utility business. He thought 
it was not only necessary in the public in- 
terest,’ but also good for the business it- 
self. Well, here it is twenty-eight years 
~ 1 “What Commission Regulation Is Doing to the 


Motorbus,” by Donald C. Power, Pustic UTILITIES 
— Vol, VIII, No. 9, p. 542, October 29, 
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later, and this writer can honestly say that 
he feels the same way about it. Further- 
more, it would appear that the main prob- 
lem of commission regulation is much the 
same today, as it was then. This is the 
concluding statement of that 1931 article: 


As a whole, the public does not un- 
derstand and consequently does not ap- 
preciate the necessity for regulation; as 
a result it is not in sympathy with much 
that the public utilities commission does 
. .. a Situation which does not serve to 
strengthen the enforcement of the law. 


Does that not sound familiar, today? 


wm it still is a problem today—the 

problem of the need for creating a 
better public understanding of how regu- 
lation works, and how it protects the con- 
sumer and the investor alike. The diffi- 
culty here is that only a relatively few are 
in position to tell this story—professional 
specialists and specialized publications 
such as the ForTNIGHTLY. Clearly, the 
regulated companies themselves are not in 
a position to tell the story because what 
they have to say would not be considered 
a disinterested source. And the commis- 
sioners can hardly embark on a program 
of public education in this area even if they 
had funds for that purpose, which they 
do not. So, to the extent the story of reg- 
ulating is being told, and generally under- 
stood so as to inspire public confidence, we 
must depend on such sources to see that 
the job is done. 

As a former utility lawyer, as well as a 
former staff member of the Ohio Public 
Utilities Commission, this writer has 
worked on both sides of the regulatory 
fence. But for purposes of this article he 
has been called upon to say something 
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about the rdle of a lawyer who has become 
an executive of a regulated utility. The 
implied question is whether or not this is 
a good thing. It is a good question, but 
not an easy one. 


Some New Thinking Needed 


a me hasten to add that I am not going 
to paint a pretty picture of unmixed 
blessings where a lawyer has been given 
executive responsibility. On the contrary, 
one of the first things this writer had to 
find out, the hard way, was that the so- 
called legal mind must undergo quite a bit 
of reconditioning before it can be fitted 
into a groove of effective corporate con- 
trol of a large-scale modern utility enter- 
prise. But on the balance, some kind of 
case may be argued for the general propo- 
sition that a lawyer, with adequate under- 
standing and experience concerning the 
business which he may be called upon to 
manage, may possess certain advantageous 
qualifications of background and intellec- 
tual discipline to do the job effectively. 

We cannot, of course, minimize the dif- 
ficulties of such a transition. An other- 
wise good lawyer, entirely untrained in 
the day-to-day competition of the business 
world, would surely become a big bungler 
in suddenly trying to be an executive of a 
regulated utility industry. Likewise, a suc- 
cessful utility executive would, if the posi- 
tions were reversed, almost surely make a 
botch of trying a case in court. 

It is a well-known fact, of course, that 
a legal background has always been very 
useful in qualifying for other vocations, 
particularly in public life. Eighteen of 
our thirty-four Presidents of the United 
States have been lawyers. Four out of 
the seven Presidents who came from 
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my native state of Ohio were lawyers. Yet, 
when we look at private industry we do 
not find anywhere near such a high fre- 
quency of corporation presidents with legal 
backgrounds. Out of 50 major nonutility 
industrial corporations now listed on the 
New York Stock Exchange, only five of 
them (or 10 per cent) are lawyer execu- 
tives. By way of comparison, when we 
consider the regulated utility enterprises, 
the percentage is somewhat higher. Out of 
33 major utility companies on the New 
York Exchange, seven have lawyer execu- 
tives, which is better than 20 per cent. 


Circumstances Affect Choice of Lawyer 
wy to get back to the general theme, 
I believe that there are some circum- 
stances which may make lawyer leader- 
ship desirable for a given corporation. 
There are other circumstances where it 
might be more desirable to turn the reins 
of management over to an executive with 
another type of professional background, 
or to an official who has made his career 
with the company’s management. 
To understand why changing circum- 
stances may call for a different type of 


leadership, :. .s necessary to bear in mind 
that business corporations go through dif- 
ferent stages of life just like individuals. 
In the law, we speak of corporations as 
being immortal, artificial personalities, 
purposely created to free a business enter- 
prise from the risk and uncertainties 
which would result if it had to depend 
upon the life span of individual owners or 
partners. 

But as a practical matter we also know 
that corporations do go through certain 
difficulties. They have problems getting 
started. They are likely to suffer certain 
growing pains, so to speak, during their 
periods of establishment and expansion. 
And after that there may develop special 
difficulties requiring adjustment or reor- 
ganization. Each of these phases may call 
for a different type of leadership to pro- 
tect the welfare of the enterprise. This is 
natural evolution just as in the life of an 
individual. When we are born we need a 
baby specialist. When we are young, a 
child specialist. As we grow older, we need 
the services of other specialists, and so on. 
Of course, there can be no hard and fast 
rule about this, 


WHEN IT gets right down to the selection of a top executive, the ability of 
the individual, independent of any professional background, must always be 
a prime factor. But, by and large, the directing boards of our large business 
corporations are also likely to consider the nature of the particularly pressing 
problems, in picking their executives. And it is no answer to say that a company 
can always hire a lawyer, or an engineer, or some other professional to take 
care of problems in those respective areas. Sure, professional specialists can 
always be hired. But the important question is whether the top leadership 
is sufficiently aware of the magnitude of the particular problem to give it 


the attention and stress it deserves. 


Corporation Knowledge a Big Help 


~™ where does the lawyer, as such, 
fit into this picture? The law has 


traditionally been a most versatile profes- 
sion. So, a broad answer might be that a 
good lawyer may fit into such special sit- 
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uations more easily than men with other 
backgrounds. One point in the lawyer’s 
favor—we might say one point where he 
should have an inside track—is in his un- 
derstanding of the nature of the modern 
business corporation. 

Did you ever stop to think just how im- 
portant the corporation is in our modern 
business economy? Did you ever consider 
that without the corporation the greater 
part of our business operations could 
never have come into being? I say that 
with all due respect to the marvelous ad- 
vances of science and technology and all 
the contributions of the other professions. 
Yet, without the corporation all these 
other improvements could never be real- 
ized from the practical standpoint of get- 
ting a business started and keeping it going 
and growing. 


A distinguished former president of Co- 
lumbia University, the late Nicholas Mur- 
ray Butler, once stated the view very 
strongly (and I quote) : 


I weigh my words when I say that, in 
my judgment, the limited liability cor- 
poration is the greatest single discovery 
of modern times, whether you judge it 
by its social, by its ethical, by its indus- 
trial, or, in the long run—after we un- 
derstand it and know how to use it— 
by its political effects. Even steam and 
electricity are far less important than 
the limited liability corporation, and 
they would be reduced to comparative 
impotence without it. 


HE lawyer knows, or certainly should 

know, the nature of the structural re- 
lationship of this marvelous invention of 
business which we call the corporation. 
That is because it owes its very existence 
to certain legal concepts in the field of 
commerce. We lawyers are supposed to 
learn about such things in law school, 
whereas our brethren in the other profes- 
sions, and in general business lines, often 
have to learn them by ear, so to speak. 


A New Concept to Grasp 
BY THE same token, it is important for the lawyer, if he would become a 
business executive, to think about the corporation as more than a legal 
concept. He must never lose sight of the fact that the corporation is only 
a form or instrument. The real goal of every successful business is a very 
human one—to serve the needs of people, the customers. In this respect, 
practical businessmen who have made their early careers in actual operations 
may have an initial advantage. The lawyer must be smart enough to make the 
necessary transition in his thinking and approach. | mention the human factor 
particularly because that is one area of possible conflict between a legal 
background and the demands of large-scale business leadership under modern 
conditions. 
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This emphasis on human values in busi- 
ness, or “public relations” (to give it the 
formal name), has been a definite feature 
of business operations in recent years. The 
idea that the customer is always right or 
that public good will may be more impor- 
tant than the protection of earnings, under 
certain circumstances, is something that 
is not taught in law school. The frequent 
tendency of the orthodox lawyer, when a 
controversy arises involving possible con- 
flict of property interest with public opin- 
ion, is to sit tight, shut up, and say nothing. 


Legal Advice v. Public Relations 


ee know from their experience 

that when they have a clien’ who 
gets into some kind of trouble, they almost 
automatically give him the preliminary 
advice to make no statement, or admis- 
sion, until they have a chance to look over 
the situation and decide just how much 
or how little should be said. Now that may 
be perfectly sound advice for a client who 
has landed in jail, or who has had an auto 
accident, or who has been sued or threat- 
ened in some way. But it could be the 
worst kind of advice for a regulated utility 
business which depends for its success on 
day-to-day good will and understanding 
of its customers, Public opinion just will 
not wait until the lawyers check over the 
details of a business controversy involving 
customer relationships. 

It is necessary, therefore, for the lawyer 
who would be a business executive to 
train himself to understand the impor- 
tance of public relations and good pub- 
licity. But it can be done. It has been done 
very well by an increasing number of law- 
yer executives who made the successful 
transition which we have been discussing. 


31 


Imagination and Management Control 


thew brings up another somewhat al- 
lied area in which the lawyer may 
have some problem of adjustment if he is 
to bear some responsibility for business 
management. It is a rather nebulous thing 
to put into exact words. I would call it 
the need for bold thinking, for imagina- 
tion in the exercise of management con- 
trol. This is becoming more and more im- 
portant in the swift-moving, fast-chang- 
ing, increasingly competitive business 
world in which we live. 

By nature and training the lawyer is a 
conservative when it comes to handling 
other people’s property. We saw a good 
deal of that during the period of wide- 
spread receiverships which occurred dur- 
ing the great depression three decades 
ago. 

Readers may recall what happened 
during that period when so many of our 
banks and railroads and other great enter- 
prises went into the hands of receivers— 
usually lawyers. They took over control 
of these properties primarily from the 
standpoint of conserving assets to protect 
investors. Bold plans for new develop- 
ments and expansion had to take a back 
seat. 

We can understand why that happened 
in the atmosphere which prevailed in 
those days. I certainly would not pass any 
critical judgment on what had to be done 
thirty years ago under those very difficult 
circumstances. But it is a fair question 
whether some of the troubles which our 
older business corporations are experienc- 
ing today, in keeping up with the times, 
may not be traceable to the heritage of 
that period of so-called “caretaker leader- 
ship.” 
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BUT THE able and imaginative lawyer, who really wants to make the transition 
from the traditional, cautious "caretaker" approach to an attitude of looking 
ahead, of seeking out new opportunities for public service, can do so. He can 
do it well. | go further, Once such a lawyer realizes the necessity for aggres- 
sive publicity, for promotion, for long-range planning, in conducting a business 
enterprise, he may be better able to fit into the new pattern than others with 
entirely different backgrounds. | say that because the good lawyer has trained 
himself to be objective, to see all sides of a problem, to put himself in the 
position of others. He can epproach entirely novel situations without any of 
the ingrown inhibitions which sometimes affect career officials who have 
become long accustomed to doing things a certain way. 


And it is a rewarding experience for a 
lawyer to meet such a challenge. It gen- 
erates enthusiasm. He finds himself em- 
bracing his new task with a zeal born of 
his appreciation of the human values. I 
know in my own case I have found it 
necessary to guard against what might 
even be called “overcompensation,” in the 
course of this intellectual switch over 
from the “caretaker” concept to the more 
exciting approach of making life pleas- 
anter for more people, by increasing the 
products and services of the business or- 
ganization with which | am associated. Of 
course, in the process, I have tried to make 
more and more money. But as you know 
those two things—increased profit and 
increased volume of operations—natural- 
ly go together, under our system, just like 
love and marriage. As the song writers 
say, you cannot have one without the 
other. 


Key to It All—People 


HE successful business executive can 

never afford to lose sight of the basic 
fact that he is dealing with people. When 
he loses sight of that he is in trouble. I 
wonder how many lawyers realize that the 
modern business corporation is one of the 
most democratic institutions on earth. Is 
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that statement surprising? Well, I could 
go even further and say that the typical 
business corporation is a double form of 
democracy. 


| bean there is the democratic process of 

the stockholders’ vote. They are the 
real owners of the business. The execu- 
tives and directors, after all, are only the 
hired help. They hold their jobs just as 
long as the stockholder majority says so. 
I know, it has been fashionable in certain 
academic circles to brush off the stock- 
holders’ vote as a sort of synthetic influ- 
ence in a large corporation. We hear talk 
of so-called “self-perpetuating dynasties 
of management.” Well, let me tell you 
that no wide-awake executive believes that 
sort of thing for a minute. He knows, all 
too well, that if a dividend is passed or re- 
duced he will pretty soon hear from the 
stockholders and the influence will be any- 
thing but synthetic. 

Secondly, there is the vote of the cus- 
tomer—what you might call the “cash 
register vote.” Every time any member of 
the public spends a dime or dollar for any 
product or service which my company 
sells, I regard it as a vote of confidence. 
When that person prefers to spend his 
money with us, rather than in a million 
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other places where he could spend it, [ 
consider that the “best evidence,” as the 
lawyers say, that management is doing its 
job as far as that party is concerned. It 
is the acid test. Every time the cash reg- 
ister rings—the public has just voted for 
your business enterprise! What could be 
more democratic than that? 


Sure, There’s Competition! 
No some readers may wonder at my 

use of the word “competition” in 
view of the fact that my company’s op- 
erations are principally in the telephone 
field. All too many have fallen under the 
spell of that popular misconception that 
the utility business is a natural monopoly ; 
and that, once established, all it has to do 
is send out monthly bills and rake in the 
money. That is simply not so. 

It is true that a telephone company has 
an exclusive service area. That is simply 
to protect the public from wasteful du- 
plication of area facilities, which would 
inevitably mean higher rates and poorer 
service, But the telephone company, just 
like any other utility company, is engaged 
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in competition with every other kind of 
business in every other phase of its op- 
erations. It must compete with other busi- 
ness for men, money, and materials. It 
must also compete, as I have already men- 
tioned, in the pursuit of the customer’s 
almighty dollar. 

But true competition, in order to be ef- 
fective and in the public interest, must be 
an economic sort of competition, not mere 
competition for competition’s sake. We 
do not have that problem so much in the 
utility field. But elsewhere it may be found 
that mere legal enforcement of competi- 
tion will not do the public as much good 
as real competition between business or- 
ganizations, which are able to offer the 
public a better product at a better price 
and in bigger value. Here is where the 
lawyer executive of the future may prove 
especially helpful—in adjusting and re- 
organizing existing business structures so 
as to bring about a more balanced form of 
competition. We are going through a pe- 
riod of such corporate adjustments right 
now and we shall probably see more of 
them. 
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Charting the Future 
AND WHAT of the future? Well, the lawyer executive will surely have as 
much opportunity as any other kind of executive to think boldly and to act 
courageously in the conduct of his company's business. It is not enough, in 
these days of exploding population, to meet present needs. Industrial tech- 
niques are changing so radically all around us. It is necessary for the wide- 
awake executive to project his mind far, far out into the future, in order to 
conjure up what his customers will want and how well they can be served five, 
ten years, and even twenty years from now. This is very much of a problem 


in the utility business. 


In my own experience, as a telephone 
system executive, I saw from the very 
outset a constant swing away from con- 
ventional wire communications to the 
newer radio and electronic arts. It has 
been necessary for our organization to 
reach far out in advance of present or 
prospective requirements, just to stay 
ahead of the parade five or ten years from 
now. 


WOULD like to end on a note of caution. 

No modern executive, be he lawyer or 
layman, has any bed of roses. He must ex- 
pect, and he will get, his full share of set- 
backs and headaches. The critics of busi- 
ness, we have always with us. I can think 
of no better thought with which to con- 
clude than a quotation from one of the 
most distinguished lawyers in the entire 
history of the American Bar. He was a 
lawyer who steered many a business client 
into safe harbor. This is what he had to 
say about critics of business (and I 
quote) : 

There are persons who constantly 
clamor. They complain of oppression, 
speculation, and the pernicious influ- 
ence of accumulated wealth. They cry 
out loudly against all banks and cor- 
porations, and all means by which 


small Capitalists become united in or- 
der to produce importart and beneficial 
results, They carry on mad hostility 
against all established institutions. They 
would choke the fountain of industry 
and dry all streams. 

In a country of unbounded liberty, 
they clamor against oppression. In a 
country of perfect equality they would 
move heaven and earth against priv- 
ileg2 and monopoly. In a country where 
property is more evenly divided than 
anywhere else, they rend the air shout- 
ing agrarian doctrines. In a country 
where wages of labor are high beyond 
parallel, they would teach the laborer 
he is but an oppressed slave. 

Sir, what can such men want? What 
do they mean? They can want nothing, 
sir, but to enjoy the fruits of other 
men’s labor. They can mean nothing 
but disturbance and disorder, the diffu- 
sion of corrupt principles and the de- 
struction of the moral sentiments and 
moral habits of society. 


That quotation was from the speech 
made on the floor of the United States 
Senate just a hundred and twenty-one 
years ago! It was made by Daniel Web- 
ster. It is just as true today, as it ever was. 
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Utility Stocks—Guideposts to Progress 








By HAROLD H. YOUNG* 


Has regulation been good for the investor? It would appear so by 
the way utility stocks have appreciated over the past thirty years 
despite periods of adversity as well as unhappy legislation and 
regulatory decisions. And utility stocks today are equally sound 
values as we face the future, notwithstanding the trend towards 
higher interest rates for capital and the continuing threat of inflation. 


HE invitation from the editors of 

PuBLic UTILITIES FoRTNIGHTLY to 

be retrospective about the past thirty 
years in the field of public utility invest- 
ments opens up an assignment which is a 
pleasure rather than a chore. This is be- 
cause the writer has been a staunch advo- 
cate of the merits of public utility stocks 
and the writing of this article presents an 
opportunity to reflect on how well these 
have served investors. It is fascinating to 
recall, however, that at just about any time 
in this 30-year span there has been a sig- 
nificant body of thinking among informed 
and intelligent investors as to why that 
particular moment was not good for buy- 


*Partner, Eastman Dillon, Union Securities & 
Co. New York, New York. For additional per- 
sonal note, see “Pages with the Editors.” 


ing utility stocks. The friends of these 
shares have almost always found it neces- 
sary to be on the defensive so far as a part 
of the investing community was con- 
cerned. Fortunately, passage of time has 
vindicated the stand of those of us who 
have felt that these shares have high merit. 

Soon after the 30-year period of which 
we are speaking had started, there was a 
collapse in the prices of all stocks which 
finally wound up in 1932 and prices started 
upward thereafter. This cataclysm under- 
mined confidence in all stocks and the 
shares of the country’s biggest and best 
enterprises were on sale in the bargain 
basement. Public utility stocks were among 
the issues most thoroughly exploited in the 
1920’s, so they shared fully in the decline. 

Most of the public utility stocks avail- 
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able for investment at that time were hold- 
ing company shares. There were only a 
modest number of operating company 
stocks on the market. The general market 
collapse in 1929 and years immediately 
following marked the culmination of the 
trend toward inclusion of utility operating 
companies in holding company systems. 
The general idea was pushed so hard that 
before the end of the era came promoters 
were combing the country for even the 
small and little-known utility companies 
which were still operating independently 
and were trying to put them together in 
holding company systems. 


O' course, many abuses accompanied 
the formation and operation of these 
systems and gave rise to the passage by 
Congress in 1935 of the Public Utility 
Holding Company Act. This is often 
thought of as one of the many “New Deal” 
measures, but the chain of circumstances 
which led to the passage of this act began 
in February, 1927, in the administration 
of President Coolidge. At that time a reso- 
lution was introduced in the U. S. Senate, 
providing for the investigation of the prac- 
tices of public utility holding companies. 
The Senate finally got around to adopting 
such a resolution in February, 1928, and it 
authorized the Federal Trade Commission 
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to conduct the investigation. The material 
which was unearthed in the course of this 
investigation became the basis for the en- 
actment of the final legislation in 1935. 


Public Utility Holding Company Act 
[ there was any one development in the 

30-year period which was viewed with 
more misgivings than any other, it is our 
opinion that the passage of the Public 
Utility Holding Company Act answers 
the description. The latter, as passed, 
called for physically integrated systems 
with sound capital structures. Companies 
unable to meet these tests could not con- 
tinue in business. This gave rise to the use 
of the phrase “death sentence” as apply- 
ing to the provisions of the act which put 
out of business the companies which did 
not meet the rigid requirements for con- 
tinued existence. At the time it looked as 
if this might also be a “death sentence” 
for investors’ hopes and aspirations for 
profitable investment in the utility field. 
A great deal of pressure was exerted to 
try to prevent passage of the act but this 
was unavailing. 

Tracing the history of the administra- 
tion of the act by the Securities and Ex- 
change Commission would, in itself, be 
material for a book rather than an article. 
There were no precedents for this par- 
ticular task and the commission was sailing 
an uncharted course. Obviously, much had 
to be worked out through trial and error. 
Principles and procedures had to be built 
from scratch with only the act, itself, and 
legislative history for guidance. Commis- 
sion personnel had to be recruited. A great 
deal of litigation entered into the picture 
but the constitutionality of the act was 
sustained and, by and large, the commis- 
sion was upheld in its administration. 





UTILITY STOCKS—GUIDEPOSTS TO PROGRESS 


MAKING a very long story short, it can be said that the fears that the act 
would be the vehicle for the wholesale destruction of values proved to be 


unfounded. On the contrary, out of the holding company breakups there 
came into investors’ hands shares of some of our finest and most popular 


operating companies. The holding companies which have stayed in business 
as integrated systems have unquestioned strength and promise. The apprecia- 
tion in value of shares, both of operating companies which were divested and 
integrated holding companies which stayed in business, has been conspicuous. 


Some of the highest price-earnings 
ratios in today’s market appertain to stocks 
not available to the investing public twenty 
years ago. The work of integration, called 
for by the act, is all but completed, with 
only a few loose ends remaining to be tied 
up. In retrospect, it can be said, with little 
fear of controversy, that investors are 
happy about the way the Public Utility 
Holding Company Act has worked out. 


FPC Gets into Accounting 

IAN around the same time the Holding 

Company Act was passed, the Fed- 
erai Power Commission was given au- 
thority to prescribe systems of accounting 
which contemplated carrying the plant and 
property of utility companies under the 
commission’s jurisdiction at original cost 
when first devoted to public service. This 
had an influence on the states having con- 
trol over accounting of utility companies 
within their borders and many of them 
adopted similar standards. Here again 
arose fears of demolishing values. In some 
cases “chickens came home to roost” as 
deliberate write-ups of days gone by had 
to be reversed, with prompt and full write- 
offs. 

A more reasonable stand was taken on 
premiums paid in good faith on bona fide 
transfers of property at amounts in excess 
of original cost. Amortization of these 
premiums over a period of time was per- 


mitted. Original cost accounting today is 
still controversial, but huge construction 
programs of recent years have made the 
issue of less importance as time has gone 
on. Almost all companies have put a high 
percentage of their plant in service in re- 
cent years, 

It is not within the province of this 
article to pass on the merits of original 
cost accounting, but it can be said that 
original cost provides an excellent bench 
mark. It is easier to vary the rate of re- 
turn, as occasion requires, and still adhere 
to original cost for the rate base than to 
try to establish in each rate proceeding 
both a rate base and a rate of return. The 
important point is that the adoption of the 
original cost concept did not react to the 
permanent detriment of public utility in- 
vestors to the extent that many predicted. 


Impact of World War II 


_ decades ago war clouds were gath- 

ering. Stock prices plummeted when 
war actually broke out abroad and, later, 
when we went into the war, ourselves. 
One of the most serious dislocations, as 
far as the public utility companies were 
concerned, was the impact of the excess 
profits tax. Theoretically, companies un- 
der the jurisdiction of regulatory bodies, 
as almost all utility companies are, could 
not have excess profits. Yet, formulas 
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written into the law were such that many 
of these companies found themselves sub- 
ject to the tax. 

It is important to note that when the 
excess profits tax was revived in connec- 
tion with the Korean conflict, the act was 
so written as to give specific consideration 
and relief to public utility companies. This 
development is of more passing interest in 
this discourse because it illustrates our 
thesis that, in the long run, injustices and 
inequities tend to be remedied. We feel 
the regulation of public utility companies 
is basically sound and is not intended to 
be repressive. Problems which arise are 
not always easily or quickly solved, but it 
has been our observation, over this period, 
that in the long run there has been inherent 
fairness. 

During World War II industrial activ- 
ity was at a high level. Since so very much 
of this tied in directly with the prosecu- 
tion of the war effort, many felt that a 
sharp setback in business following the 
war was inevitable. Accordingly, the close 
of the war was another period in which 
some investors shied away from utility 
stocks, feeling that the utility companies 
could not avoid having substantial 
amounts of unused capacity on their 
hands. Once more the prophets of doom 
were confounded because the anticipated 
slump did not materialize in the severity 
or duration which had been expected. It 
was not long before the utility companies 
were thinking about expanding capacity to 
keep ahead of the demands made upon 
them, rather than being worried about any 
excess capacity. 


Clouds Darken the Outlook 


i the war was being prosecuted 
another cloud appeared on the hori- 
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zon. This was a decision of the United 
States Supreme Court in a case involving 
the Hope Natural Gas Company. Without 
taking the time to go into the details, it 
may be said that some observers felt that 
this decision, as rendered, swept away 
many of the foundations of rate making 
as they had been relied upon over the 
years. It was further felt that under the 
terms of the new decision, regulatory au- 
thorities were given wide latitude which 
opened up possibilities of abuse. This view 
was by no means generally held at the 
time, but a great many people did have 
serious misgivings and again thought it 
was probably better to stay away from 
utility stocks. 


NX the present time—some fifteen years 

later—it would probably be hard to 
find people not working with this sort of 
thing all the time, who could give a clear 
exposition of what the Hope Natural Gas 
case really involved. Also after the close of 
the war, there was a period in which both 
institutional and private investors, more 
especially the former, had problems in find- 
ing outlets for funds at their disposal. This 
was partly attributable to the almost com- 
plete drying up of the mortgage market 
due to the cessation of home building dur- 
ing the war. Furthermore, the number of 
companies coming to the market with new 
securities to finance expansion was not 
normal. Accordingly, interest rates de- 
clined to some of the lowest figures in re- 
cent years and common stock dividend 
yields also were at low levels. Again, it 
was “not a good time to buy utility 
stocks.” In certain respects it may be said 
that the misgivings were more warranted 
at that time than at some others, because 
the prices attained by some stocks at that 
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time were not reattained for a consider- 
able period thereafter. However, the fact 
remains that in due course the prices of 
this period were again realized and then 
exceeded. 


High Interest Rates 


As if the proponent of public utility 
stock investing could never hope to 
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win his point without a struggle, more re- 
cently there has been some feeling that 
utility stocks are under a cloud, not be- 
cause of low interest rates, but because of 
high interest rates. In the recent past 
utility companies have had to pay more 
dearly for the money raised through senior 
financing than has been the case for a long 
time. 


Higher Cost of Money and Earnings 


THE question is raised as to whether the higher cost of money is not going 
to prejudice utility companies to the point that their earnings will be impaired. 
What should not be overlooked, in this connection, is that the rates now being 
paid on senior securities apply only to current emissions and these, in turn, 
represent only a small part of the companies’ total financial structures. Ac- 
cordingly, it would not seem that the burden on the utility companies because 
of this higher cost of money should cause immediate alarm. If interest rates 
continue high and utilities must adjust their cost of money to a higher plane, 
then the companies will have a good case for seeking a higher rate of return 
from the regulatory authorities. In fact, steps already have been taken along 
this line by some companies. 


Inflation and Regulatory Difficulties 
HIs brings us to the discussion of an- 
other cause for periodical misgivings 

among investors and that is the general 
inflationary trend. There is no question 


that utility companies are in the same posi- 
tion as the housewife and her market 
basket. Just about everything that goes 
into the cost of running a utility company 
is higher in price than it used to be. In- 
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vestors are aware that higher costs can be 
made the basis for increased rates through 


application to the commissions, but they ; 


point out the delays in getting relief and 
the reluctance sometimes evidenced by 
commissions in coming through with high- 
er rates. That there very definitely is a 
“regulatory lag” cannot be disputed. Even 
the best-intentioned commission must have 
time to process an application which is 
presented to it for rate relief. 

It would be fine if we could report that 
always the companies can hope to get what 
is coming to them and get it promptly. 
Such is not the case by any means. On the 
other hand, in the course of a year we read 
a great many commission decisions and 
we cannot help but be impressed with the 
thoughtful job that most of these bodies 
are trying to do. That there are often dis- 
appointments cannot be gainsaid, but at 
the same time there are often mistakes of 
judgment or errors of omission on the part 
of the utility companies in presenting their 
cases. In some instances they may have 
been on the greedy side. 


HAT there are sore spots from time to 

time in the regulatory picture also 
cannot be denied. Any fair-minded person 
would concede that natural gas pipelines 
and their customer companies have been 
in a perennial state of uncertainty of late 
as an overburdened Federal Power Com- 
mission has fallen far behind in processing 
the cases before it. Occasionally, a com- 
mission will tend to be unreasonable or 
arbitrary in dealing with the companies 
under its jurisdiction. Over a period of 
time, however, a position of this sort 
proves to be untenable. If a commission 
is definitely tagged as unfair, investors will 
become aware of it and will steer clear of 
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stocks of utility companies operating in 
such an atmosphere. Public opinion has a 
great deal of weight and in the long run 
the commission which has strayed off the 
reservation is likely to see the error of its 
ways and take steps to be more reason- 
able. Of course, the personne! of commis- 
sions changes from time to time and even 
within the same jurisdiction the commis- 
sion may be more or less reasonable in 
different periods. 

We cannot help feeling, however, that 
the average commissioner across the coun- 
try is sensitive to the fact that he has a 
responsibility for maintaining the financial 
health of the companies under his control. 
Commissioners must be aware always of 
the need to have rates which are fair to 
the consuming public but they know that 
money cannot be raised to provide service 
if the rates are so low as not to give the 
companies a fair return. By and large, it 
is our contention that if an observer takes 
a long-range view rather than focusing on 
some individual decisions, regulation in 
this country has worked and is working 
well. 


eran again to the fears about in- 

flation, the management of utility 
companies is very much to be congratu- 
lated on the achievements in offsetting the 
impact of higher costs. Efficiencies and 
economies have been forthcoming in very 
impressive fashion. Service is being ren- 
dered today by almost all companies with 
fewer employees in relation to volume of 
business than has been the case back along 
the line. Electric-generating plants turn 
out power with much less fuel per kilo- 
watt-hour generated than anyone would 
have thought possible a few years ago. 
Automation in many branches of the busi- 
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ness is playing an important part. Further- 
more, aggressive load-building programs 
increase the amount of business over which 
fixed costs are spread and this helps to 
meet the overall] problem. 


Some Utility Stocks History 
— or fifteen years ago new utility 

company stocks were coming on to 
the market in such volume from holding 
company breakups that some observers 
felt that the whole utility equity market 
must necessarily be depressed. Some of 
these stocks came out through distribu- 
tions directly to holding company security 
holders and, in other cases, sales were 
made by the holding companies to the in- 
vesting public. Through either method the 
supply of stocks was increased because 
many of the holding company stockhold- 
ers who received operating company 
shares as a result of distributions took 
steps to sell them rather promptly. Just as 
every poison has its antidote, this problem 
was met very happily. At around the same 
time, many investors, both private and 
institutional, who had traditionally been 
buyers primarily of bonds and preferred 
stocks, became important purchasers of 
common stocks and utility common stocks 
were among their favorites. This change 
in investor attitude was brought about, in 


part, by low rates of return available on 
senior securities. 


‘_ writer recalls very well that when 

he was a young man in the business 
thirty-five years ago, the going rate on 
bonds was around 5 per cent and on pre- 
ferred stocks, around 7 per cent. He re- 
members also that in the late thirties utility 
mortgage bonds came out for the first time 
with coupon rates less than 4 per cent and 
yields of utility preferred stocks declined 
similarly. Investors to whom income was 
an important consideration had to readjust 
their budgets sharply or do something to 
improve their income. 

It was around this time that the utility 
holding company breakups were producing 
a supply of fine utility operating company 
equities whose quality was unimpeachable 
because of the work done by the SEC in 
building up financial structures and other- 
wise strengthening the companies before 
the securities were released to the public. 
As a result, the supply of these new stocks 
was absorbed without difficulty. Further- 
more, many investors found, to their 
pleasure, that these stocks were sources of 
significant capital appreciation as time 
went on and as the new shares became bet- 
ter seasoned. This gave them more induce- 
ment to put money into other stocks. 


ANOTHER cause for misgivings has been the large amount of entirely new 
capital which utility companies have had to raise to meet never-ending con- 
struction programs. A few years ago it would have seemed almost unbelievable 
that utility companies would be spending annually the amounts that growth 
and expansion have required. Some observers have taken the attitude that 
so far as equity capital was concerned, such huge sums could not be raised 
without depressing the market and that therefore utility stocks should be 
avoided. Again, help appeared from what might have been unexpected 
sources to take care ot the need. Many institutions which had not historically 
been buyers of common stocks entered the market. 
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For example, 1950 was the first year in 
which, under the law, trustees in the state 
of New York could buy common stocks 
for their beneficiaries. In 1951 the same 
state enacted a new law, permitting life 
insurance companies to buy common stock 
and in 1952 New York savings banks were 
permitted for the first time to buy equities. 
A number of other states also liberalized 
their laws for institutional investments. 

This legislation opened up more buying 
power than would appear on the face be- 
cause other types of buyers are often in- 
fluenced by what is or is not legal for life 
insurance companies and savings banks. 
Pension funds have been buyers of stocks 
on a very impressive scale. Many new 
private investors have come on the scene, 
either as direct buyers of stocks or as in- 
direct buyers through mutual funds which, 
incidentally, have grown enormously. In- 
vestors have been increasingly impressed 
with the fact that inflation dissipates the 
purchasing power of their savings and 
that one way in which inflation may be 
counteracted is to buy common stocks of- 
fering the opportunity of price apprecia- 
tion over a period of time. 


Government Ownership Shadow 


ee ownership fears have al- 
ways been a deterrent to some people 
as far as buying utility stocks is concerned. 
There is no question that the shadow of 
government ownership always hangs over 
the utility industry and cannot be ignored. 
It can be said, however, that much more 


effective work has been done in recent 
years in educating the voters generally and 
their elected representatives about the 
dangers and shortcomings of government 
ownership, and while there are always 
projects which are being promoted, there 
certainly does not seem to be, at this time, 
any serious danger of large-scale trends 
in this direction. In this connection it 
might be noted that the utility companies 
themselves have organized much more ef- 
fectively to combat intelligently public 
power projects as they are proposed than 
was the case a few years back. 


} i summarize the discussion upon 
which we embarked, the point we 
want to stress is that whereas at any given 
time there may have been reasons why util- 
ity stocks might not have looked altogether 
attractive, the fact remains that at almost 
any point along the line an investor who 
purchased a diversified portfolio of well- 
selected utility stocks and held them has 
fared very well, indeed. The history, in 
most instances, has been one of improving 
earnings, improving dividends, and, in due 
course, higher prices. Such a generaliza- 
tion cannot always apply to a short term 
but, over a reasonable period of time, the 
record of these companies and their shares 
has been an impressive one. For this, we 
give credit to the fundamental soundness 
of the utility business itself, the high-type, 
able, and aggressive management which 
most companies enjoy, and the fairness of 
the regulatory bodies to which these com- 
panies are responsible. 
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My Interview with Edison 


a simple thing, and this interviewer 

likes to remember him as a simple 
person. From the days of Menlo Park, 
and the incandescent lamp, and phono- 
graph, people had been coming to talk 
with him, and I doubt if he ever made a 
production of an interview. 


I those days, interviewing Edison was 


The times were simpler, even when I 
talked with him. There were still no ex- 
perts to stage interviews for publicity 
purposes, no TV press panels to ply him 
with reporters’ questions—their way of 
getting a story, as they say. Even so, I feel 
that Edison’s very simplicity as a person 
would have made up for the adroitness of 
some of these characters we see on press 
quizzes nowadays. 

The times were simpler technologically. 
There were no great company laboratories 
widely spaced on land that had lately been 
under the plow, no platoons of scientists 
attacking the unknown on wide fronts. 


I sometimes feel that if an apple tree 


so writer, resident in Washington, 
Ce 


Recalling a half-hour with the wizard himself, 
and setting it against the complex technology 
of today. With a glimpse into the jungle of 
the unknown that Edison attacked with his 
native inventive genius. Curiously, Bell and 
Edison were hardly acquaintances. 


By JAMES H. COLLINS* 


had been left standing on company “lab” 
grounds today, and a Bell or GE physicist 
dozed off under it, and was hit on the nose 
by an apple, he would not be satisfied to 
discover gravity—he would settle for 
nothing short of antigravity. 


B” that was Then, and we are living in 
Now, and which is better or worse is 
a matter of one’s own experience, and the 
interest in recalling a half-hour with Edi- 
son in our tore sophisticated world to- 
day, seems to lie in being able to get more 
perspective on him, as a symbol of Ameri- 
can invention, and as a person. That was 
more than forty years ago. Allow a rea- 
sonable amount of rambling. 

To interview Edison, you started with 
a question, posed by an editor, on some 
current matter. What the question was, 
I have forgotten, but we can suppose that 
the editor wanted to ask Edison if he 
thought electricity had about reached its 
limits of usefulness. 

The first electrical utility company had 
been started by Edison only a generation 
ago, but there were practically no home 


JULY 2, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


appliances yet, no radio, no “hi-fi.” The 
phonograph was still mechanical. Half a 
dozen musicians made “classic” records 
close to the mike, perched according to 
their instruments, some on high stools, 
others on the floor. It really was a world 
of such simplicity that you cannot be ex- 
pected to believe it ever existed. 


Right Away Edison Walked in 


ed had this assignment, and called 

East Orange, and told Frank Merri- 
wether what your editor wanted. He was 
Edison’s Man Friday, and he was dubious. 
His boss had been unusually busy lately, 
he did not know just where he was, but if 
you wanted to take a chance, and come 
over, and wait around, maybe a minute or 
two could be squeezed in. But you must 
not take too much time. Merriwether put 
a much higher value on Edison’s time than 
Edison did himself. 

So, you took a chance, and went over 
to the unpretentious Edison plant, looking 
nothing like a corporation factory, no 
guard at the gate—not even anything like 
the General Electric plant at Schenectady 
at that time, where a guard drove Stein- 
metz away. 

GE had bought a little electrical con- 
cern to get its electrical wizard, the hunch- 
back Steinmetz, and when the wizard ap- 
peared at the GE gate the guard said, 
“Hey! you can’t smoke in here.” The little 
wizard said, “If I can’t smoke, I can’t 
work,” and walked away, and it took a 
search and a special rule to get him back. 


N°? receptionist at East Orange, no sec- 
retary, no big desk or office trap- 
pings. You were seated in a corner of the 
library to wait. All around were shelves 


JULY 2, 1959 


up to the ceiling, piled with books and 
journals, as though laid down by some- 
body who would know where to pick them 
up again. No evidence of a filing system. 
A library for the use of an individual, for 
his own work. Like a man’s den. With an 
unwritten “Keep Out!” 

This may be an oversimplification, for 
Edison had some very able assistants from 
the beginning—one of them, Samuel In- 
sull. Walt Disney’s library of sound ef- 
fects is on much the same principle, with 
kazoos, crashes, prat falls, and animal 
noises, neatly laid on shelves, and a sign, 
“Do Not Handle!” 

But there was not time to browse 
around the famous Edison library, for al- 
most immediately he came in. An elderly, 
thickset man in his short sleeves, looking 
like his pictures, evidently come from the 
shop. He sat down opposite his visitor, 
and smiled inquiringly. 

And that was all the protocol. 


The Leaky Edinburgh Line 
ope of my clearest recollections of Edi- 
son is his interest in my editor’s 
question. In perspective, it is a key to his 
character as an inventor, as well as a per- 
son. 

An interviewer is often doused with 
cold water. For he is given a topic, and told 
to get the opinions of some selected im- 
portant person, and he is generally in- 
trigued by the subject, because to him it 
is new. But his authority tells him that 
nothing remains to be said or written on 
that topic—it is silly. 

Most of us have had this chilling recep- 
tion to ideas presented to higher-ups. And 
the sad truth often is, that when the idea 
cools, it is seen to be old. 

It was not necessary to sell the editor’s 
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idea to Edison. His face lighted up. You 
would have thought that nobody had ever 
asked him about the future of electricity. 
It turned his mind to the beginnings of 
electricity, as he had lived them, and he 
told the story of his quadruplex telegraph 
demonstration to the British post-office of- 
ficials, 


Bs" was a telegrapher. That was his 
trade. His first inventions were tele- 
graphic improvements, the stock ticker for 
which he got $40,000, and took it away 
from the bank in gold, and the quadruplex 
system that carried four messages simul- 
taneously over a single circuit, with cur- 
rents of different strengths. 

The British authorities invited him to 
London, for a demonstration, and gave 
him a line to Edinburgh which, somebody 
whispered, was the leakiest circuit avail- 
able. This Yankee notion of four messages 
over the same wire aroused apprehension 
in telegraphers—if it worked, what about 
jobs? 

Edison’s way of overcoming this handi- 
cap was to use enough current to get his 
messages through, and allow plenty for 
leakage. The American idea of “Damn the 
torpedoes!” 

But where to get that much electricity? 

More than a hundred years had passed 
since Franklin flew his kite, and much had 
been learned about the behavior of elec- 
tricity, but there were still no dynamos. 


The only electrical industry was the dot- 
and-dash business. 

Edison heard about a big experimental 
battery that had been built for Tyndall’s 
scientific lectures at the Royal Institution. 
He was able to borrow that, and his 
demonstration proved his invention prac- 
tical. 


| oats back, that interview seems to 
have been a casual chat about ideas, 
rather than a question-and-answer session. 
Some of the ideas were mine. Edison 
turned the curiosity of an inventor’s mind 
upon them, as though they were original. 
Recently, Edison had spoken of the pos- 
sibilities of communicating with spirits by 
an electrical device, to replace mediums, 
and trickery. I asked him about that. From 
the days of the societies for psychical re- 
search, gathering unexplained experiences 
from many sources, I had been interested 
in the subject, though never attending a 
séance. It is an area of hot controversy, 
from a scientific standpoint, but I have 
felt that it is another area of the unknown. 
Edison hesitated a moment, as if he had 
forgotten the thing, then said, “If the 
spirits are able to talk, we can make an 
instrument sensitive enough.” He was not 
at all concerned with spiritualism. Here 
was a new application of electricity to be 
invented, apparently needed. 
I realize today, as I did not then, that 
I was getting a glimpse into a great inven- 


WE TALKED about the movies. | suggested that they needed sound 
and color. There | was in the hcuse of the wizard, the father of movies 
as much as anybody. Putting in my helpful suggestions, as though 
talking with Joe Doakes about "What's new?" 

"We are working on that!" Edison said, happily, as though | had 
come over to check up. An example of his simplicity—and mine. 
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tor’s mind, and into the American genius 
for invention. 


Edison’s Technological World 


AN the time of their centenaries, Francis 

Welch compared Edison and Bell as 
founders of our present public services, 
and as “empiricists,” who took all knowl- 
edge for their province, and perhaps the 
last of the individual American inventors.’ 

He took all ignorance for his province, 
might be another way of putting it. For 
his technological world is now almost un- 
believable. 

Edison’s education is said to have con- 
sisted of only a few days in a grade school. 
But suppose he had gone to college, and 
got a degree in his early twenties? It could 
not have been an electrical engineering de- 
gree, because he himself would have to lay 
the foundations of that vocation. Engi- 
neers were civil or military. Specializing 
had not yet begun. If there had been de- 
grees, there were no jobs. 

It was about this time that the steel- 
makers laughed at Carnegie for hiring a 
German chemist to analyze ores, and who 
showed him that some of the cheaper ones 
gave the best iron content. 

There was only steam for mechanical 
power. It had wrought wonders, but ma- 
chine capacity was limited by belt drive; 
there was no power in the home, hardly 
any on the farm. The range and flexibility 
of electricity from a hearing aid toa cyclo- 
tron, was unimaginable. 

There was one kind of steel, carbon, 
and few alloys, brass, bearing metal. And 
so no steel buildings as yet, no rustless 
knives. 

1“Bell and Edison, Centennial Twins of Amer- 


ican Inventive Genius,” by Francis X. Welch, 
Telephony, March 1, 1947. 
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N” all the elements had been found. 

Some were laboratory specimens, 
with no users, and little understood. Air 
was composed of oxygen and nitrogen— 
no helium for Macy’s balloons, no neon 
for advertising signs. 

Interchangeable parts had been de- 
veloped, a Yankee notion that European 
machine builders considered a myth, but 
machine parts were still so far from pre- 
cision that Sholes’ typewriter and Bur- 
roughs’ adding machine had to wait. 

Our word “Victorian” expresses the 
smug satisfaction of that world with itself. 
It was considered that the French Revolu- 
tion, steam, and the philosophers had put 
everything and everybody in place eco- 
nomically. War had been abolished. The 
universe was a finished system with may- 
be one mystery left : By one theory, a crea- 
tor had put it together, ready to run, but 
what had given it the initial push to get it 
going? 

It was about this time that a patent com- 
missioner said something that has become 
an American classic, a yardstick for 
measuring our material progress. About 
everything had been invented, he said— 
the cotton gin, reaper, sewing machine, 
telegraph, rubber galoshes. The Patent 
Office might dwindle away for lack of new 
inventions—like the state dwindling away 
in a perfect Marxist world. 


Not a Gadget in 1,000 Patents 


iy was such a technological jungle that 
Edison attacked with his machete of 
inventive genius. 

“We don’t begin to know one-half of 
one per cent about anything!” was one of 
his common sayings—he uttered it about 
something or other in my interview. I re- 
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The Birth and Death of Ether 


THERE WAS still a mystery about light. Sound traveled through the air, but 
what did light travel in? To balance the cosmic budget, scientists postulated 
the "ether," a gel that permeated all space. You had to use imagination to 
picture it, for it was rigid, and also flexible, and held everything together, 
and permeated everything. That it would stage television shows in the front 
parlor was not even thought of as imaginable. Finally, this ether was dropped 
out of physics, mainly because no scientist was able to come up with a bottle- 
ful. Leaving something that cannot yet be explained, but which works. 


member that, in talking about the phono- 
graph, he said he could understand how it 
reproduced the music of an orchestra. 

“But how this,” he added, pointing to 
his ear, “distinguishes all those instru- 
ments in the vibrations of a disc, I do not 
know.” 


Fg inventive ability has often 
been wasted on gadgets, or has 
failed, as we say today, for lack of market 
research. But more of it has been directed 
to things that people needed. Whitney 
saw the need for something faster than 
black fingers to pick the seeds out of cot- 
ton, while on a visit to a Georgia planta- 
tion; Howe was an apprentice in a textile 
machinery factory, and saw that machin- 
ery was needed in the home, where so 
much sewing was done; McCormick’s 


father had produced successful inven- 
tions, but failed with a reaper, and son 
took over... 

Edison was of this line. His thousand 
patents covered mimeographs, electric 
pens, automatic devices, chemicals. There 
isn’t any gadgetry in the list. Some suc- 
cessful projects were made unnecessary 
by advances in other fields, like magnetic 
ore separation. Others were absorbed in 
other inventions, like the carbon telephone 
transmitter, which contributed to the Bell 
system. 


N the 1870's, no market analysts were 
needed to show that people ought to 
have better light. It was hardly a hundred 
years back to candles, which had been sup- 
plemented by whale oil. Kerosene was sup- 
plementing whale oil. Rockefeller might 
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have been considered a competitor of Edi- 
son in lighting. There was gas, the best 
illuminant yet developed, but not widely 
available. 

Edison set out to find a substance that 
would become incandescent under elec- 
tricity, and last long enough to provide 
light at a reasonable cost. The arc lamp 
gave a sputtering, bluish light, good 
enough for outdoors and auditoriums, but 
Edison thought something better could be 
found, and set out to find it by a world- 
wide search for such a substance. He tried 
some five thousand materials, finally find- 
ing a satisfactory filament in a particular 
variety of bamboo. 

This was an “as is” material. Modern 
analysis and synthesis were not developed 
so that the satisfactory element in the 
bamboo could be isolated and built up. A 
generation would pass before improved 
technology developed metallic filaments. 

When his lamp was satisfactory Edison 
had to invent the dynamo to produce 
enough current, and ways of distributing 
and metering it—in a word, the electri- 
cal utility of today, stripped of its refine- 
ments. 


HE phonograph was one invention 
that Edison did not see an immediate 
use for. Evidently he became interested in 
the vibrating disc’s possibilities for record- 
ing speech, and worked at it as another 


field of the unknown. This, while he was 
inventing the complete modern electric 
utility industry. He said himself that he 
did not know what it was good for, but 
believed that people would find uses. 

Interesting to reflect that his phono- 
graph was entirely mechanical, while Bell 
was applying electricity to the vibrating 
disc to transmit speech. It was even turned 
with a crank—perhaps there were no elec- 
tric motors then. 


B" his phonograph had immense pub- 

licity value. Popular interest in the 
“talking machine” was high, and Edison 
became known as the versatile wizard 
who could invent anything, and as a per- 
sonality. 

There grew up a mythology about him. 
At the time war over Cuba threatened, 
with a Spanish fleet bombarding New 
York, there was a short story about Edi- 
son rowing out, attaching a wire to the 
flagship, and setting the Admiral and his 
crew dancing on the deck. There was a 
later story about Edison’s simplicity, how 
he had a safe full of presentation watches, 
given him by crowned heads, but always 
bought a dollar watch, broke off the stem, 
squirted oil into it, and put it in his pocket. 
One of the Ingersolls who developed the 
dollar watch told me that they had a good 
deal of trouble with oil-flooded watches, 
sent in with complaints. 


AS A kid in Detroit, | got a ticket at the school gate that, with five cents, 
admitted me to see Edison's talking machine at Milligan's dime museum. 
There it was, with Jo-Jo the dog-faced boy, Fiji Jim and Annie, and the seven 
long-haired Sutherland sisters. Phil Milligan himself talked into it and played 
back his voice, squeakily. It recorded on tinfoil, on a cylinder. Permanent rec- 
ords would come later when Edison added the wax cylinder. It would be forty 
years before Mother Bell's bright boys in West street made it electronic, and 


still more years before "hi-fi." 
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Even to myself, this suggests a tech- 
nological Cro-Magnon man being brought 
back—say, by a Russian biologist—to be 
amazed by our push-button present. But it 
gives the feeling of our country in Edi- 
son’s youth. 


“Yes—But Only an Inventor!” 
ei WELCH called Edison an “em- 
piricist,” in contrast with the college- 
bred technicians at “soph’’ level who re- 
gard him as a primitive—belonging with 
Grandma Moses. 

“Empiricist” is not a discreditable term, 
by the dictionary, meaning an investigator 
who experiments without much regard for 
theories or theorists. 

That was Edison, and he was often 
called harder names by the sopohomores 
of his day. “Oh, Edison!” they would 
sniff. “Yes, I grant you a genius, but still 
only an old-fashioned inventor.” They 
could hardly criticize his achievements, 
but did criticize the way he worked. 

In our interview, Edison told me a story 
that visualized his feeling about college- 
bred scientists. I doubt if there was any 
resentment in his nature. He seemed to 
think that the college fellows were over- 
educated, not able to go into the tech- 
nological jungle and live on it. This he felt 
because he tried them on jobs, and saw 
their limitations, and his story was along 
that line. 

Edison had some tests of materials run- 
ning, in a characteristic cut-and-try proj- 
ect of his particular kind. As I remember, 
these materials were to be burned on 
plates, and results measured. 

He thought it would be an appropriate 
job for educated chemists, and hired two 
young ones, fresh from Germany, and put 
them to work. To his astonishment they 


made an elaborate ceremony of the work, 
doing two or three plates an hour. It 
seemed to him a very simple operation, but 
when he suggested that, so far as what he 
wanted to find out was concerned, the 
work could be done in a simpler way, and 
faster, his young Germans were shocked. 

“This is the way we were taught to do 
it in Germany,” they protested. “It must 
be right.” 


S° Edison hired a bright American boy, 

just in his teens, taught him a simple 
method, and set him at work in the same 
room, on piecework. 

“Now, here you are, in Germany,” he 
said to his young chemists. ‘““You each do 
two plates an. hour and earn one dollar. 
That boy is in America, he does a dozen 
plates or more and earns four or five 
dollars.” 

“They soon came over to America,” 
Edison concluded. 

Once, he had an odd-shaped laboratory 
vessel, and took it to a mathematician to 
have its capacity figured out. The man of 
the slide rule took elaborate measurements, 
and started his calculations. Edison filled 
the vessel with water and measured it, 
which was all he wanted to know about 
that. 

This is the old conflict between indi- 
vidual ability and the research team. To- 
day, it is often assumed that the indi- 
vidual, even the inventive genius, is 
doomed. 

But isn’t American inventive ability 
something in the atmosphere of our coun- 
try? The lone inventor may be a genius or 
a gadgeteer, but he is one of a line extend- 
ing back to Franklin. There is a popular 
affection for him, even if he starves to 


JULY 2, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


Edison’s Part in the Telephone 
IN 1875 Edison had contrived, but never patented, a device that crudely 
transmitted speech. In 1877-78 he patented his carbon transmitter, in which 
compressed lampblack buttons gave variable resistance in the telephone 
circuit. This marked a real advance, bringing Bell's patented telephone into 
general use. Telephone engineers today frankly admit that Bell's original 
patented instrument would never have become a practical means of com- 
munication without Edison's carbon transmitter. 


death, as a contributor to our advancing 
way of life. 

Some way ought to be found to keep 
him—and undoubtedly will be. 


I po not recall any feeling that Edison 
was deaf. It seems to me, looking 
back, that I spoke loudly, and close up, 
but he was interested in what I asked him, 
watched my face, and perhaps read my 
lips. With all his inventiveness he evident- 
ly never paid any attention to that handi- 
cap, and perhaps counteracted it with per- 
sonal adjustments. Francis Welch remem- 
bers seeing him with Merriwether at a 
meeting, when his Man Friday tapped out 
the proceedings in Morse on Edison’s 
knee. 
In comparing the two inventors, Welch 
observed a potential bond of sympathy 
that might have brought them together— 
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Edison’s lifelong deafness, and Bell’s life- 
long efforts to alleviate that affliction. 


HEY had other things in common, be- 

ing both of the same age, both pio- 
neers in industries that have become so 
great, and each devoted to invention, put- 
ting it before the business interests that 
grew out of their work. Both spent their 
lives in the compact neighborhood of New 
York, Boston, and Washington, yet they 
were never anything more than casual 
acquaintances. 

Their careers began practically in the 
same year, 1876, when Bell patented his 
electromagnetic telephone, and exhibited 
it at the Philadelphia centennial, and Edi- 
son began his Menlo Park experiments 
with electricity, the phonograph, and, 
among other things, the carbon telephone 
transmitter. 





MY INTERVIEW WITH EDISON 


Bell’s original telephone was, like the 
phonograph, mechanical in voice produc- 
tion. Its impulses were so feeble that Edi- 
son, testing it, said that hardly a word 
could be distinguished. 


 hapenanahe transmitter immediately 

brought conflict. Western Union had 
a profitable business. The infant telephone 
appeared to threaten it. Bell’s Massachu- 
setts company began to spread into other 
states. So, the telegraph company acquired 
Edison’s patents, and there was war, until 
a truce was achieved by a settlement that 
might be compared to “Peace in our time.” 
Both companies agreed to share the Edison 
patents ; Western Union agreed to stay out 
of the telephone business, and Bell to stay 
out of the telegraph business. Bell also 
agreed to pay the telegraph company a 20 
per cent royalty on telephone earnings un- 
til the Bell patents expired. 

Welch gets a kick out of that deal, as a 
lawyer. The Western Union attorneys, he 
thinks, thought that the telephone business 
would never amount to much. They should 


have lived until the patents ran out and 
there was a real battle with the independent 
telephone industry that came out from 
underground. 

So, while Bell and Edison might have 
been good friends, as Henry Ford and Edi- 
son were later in Edison’s life, they never 
really knew each other. There was no 
enmity. Edison never questioned Bell’s 
priority in the telephone field, and Bell 
heartily applauded Edison’s demonstra- 
tion of his telephone loud-speaker, at 
Saratoga Springs, in 1879. 

They were just too busy. 


M* half-hour with Edison suggests a 

story told by Dale Robertson, the 
TV actor, who plays “Jim Hardie” in 
“Tales of Wells Fargo.” 

Once he met Einstein. 

“Know what impressed me most!”’ he 
says. “He listened very intently to me, as 
if I actually could say something of great 
interest to him.” 

So, simplicity must be a component of 
some genius. 





— most difficult problem we have faced all through the post- 
war period has been the persistent rise in costs. We have had 
to pay higher prices for raw materials. Construction costs have risen 
steadily, and so too have our operating expenses, three-fifths of which 
are employment costs. 

[To meet this problem we have had to obtain increases in tele- 
phone rates. We have also done a great deal to improve our meth- 
ods of operation and] this process of innovation and improvement 
is continuous and it is vital to the success of the business. . . . 

"Of course, research and technical development have always been 
vital elements in our business and | don't imply that we think of them 
as purely anti-inflationary measures. They are more than that. How- 
ever, | can't refrain from pointing out that if it were not for this 
technical progress, our costs today would be far higher and our need 
for rate increases far greater." 

—FREDERICK R. KAPPEL, 


President, American Telephone and 
Telegraph Company. 
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’m just an average dog, Mister Mcter- 
man. I live with an average family in 
an average house, in an average Amer- 

ican city. I’m not pedigreed. I’m not too 
smart, nor too dumb—for a dog. I’m not 
likely to be any too well trained. I have 
my off days, especially dark or stormy 
days. 

But like any other average dog, I’m 
doing the best I know how, Mister Meter- 
man. Please keep that in mind. You may 
be the best guy in your company’s books ; 
yet I’ll bet you a ham bone the average 
family dog has just as much loyalty and 
devotion to his job as you have to yours. 

I’m not just trying to start an argument, 
M. M.; but do think this over. It might 
give you a more tolerant view about the 
dog’s side of the story. I’ve got my job to 
do. You’ve got yours. The smart thing for 
both of us would seem to be to avoid con- 
flict and misunderstanding. Then we can 
both go about our business without both- 
ering each other. Okay, M. M.? 

*The late Mr. McAlister was a professional dog 
handler and breeder of Marlboro, Maryland. 
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There's another side to the story of why the 

dog bites the man, or why the meterman ends 

up with a patch in the seat of his pants. Here 

is the inside story of canine psychology as 

interpreted by a veteran trainer and handler 
of dogs. 


As told to BRUCE McALISTER* 


A posthumous reprint, on frequent request, of 
an article first published in Pustic UTILiTIEs 
ForTNIGHTLY, Vol, XX XVII, No. 4, p. 213, Febru- 
ary 14, 1946. 


I'll admit you’ve probably had some 
tough experiences if you’ve been a meter- 
man or repairman, or telephone installa- 
tion man very long. Chances are you’ve 
been nipped and clipped and barked at, to 
distraction. 

Chances are you’ve wondered why, in 
tarnation, dogs act so ornery, why 
they don’t get more sense. Worst of all, 
you might be growing into a dog hater. 
Don’t let it do that to you, M. M. It’s the 
worst thing that could possibly happen to 
you—turning into a dog hater. That’s only 
a dog’s viewpoint, of course. 


All Dogs Are Different 

HE main trouble, I think, in misunder- 

standing dogs is to generalize and 

assume universal rules—to assign a clas- 

sified reaction or characteristic to the 

whole dog-gone race of dogs. You hear it 

in conversation every day, even from dog 

lovers; in fact, especially from dog 
lovers. 

Dogs do this, dogs do that, they say—as 

if the whole genus of canis familiaris 
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(pardon my dog Latin) performed as 
precisely and as predictably as so many 
Ford automobiles or Golden Bantam corn 
seeds. 

Truth of the matter is, M. M., dogs 
have at least as many varieties of char- 
acter, disposition, and temperament as 
the entire living human race—probably 
more. Consider, for instance, that there 
are actually many more breeds of dogs 
than there are races of mankind. Dog 
dimensions, coloring, body covering, etc., 
vary more widely than man’s. Weight 
alone may differ from a few ounces for 
the Mexican hairless to upwards of 200 
pounds for the Irish wolfhound. 


Some General Guideposts 
A general rules about dog behavior 
are fairly valid, as we shall see in 
this tale of a dog (no pun, please). 

By and large, and very roughly, we may 
observe that the larger types of dogs are 
less inclined to be excitable or snappish— 
in the first instance, at least—than the 
smaller dogs. The reason for this is prob- 
ably because the dog has for centuries 
tried so hard to imitate mankind. It is 
commonly observed among men that the 
small fellow is, on the balance, more likely 
to be the aggressive, plucky, “on edge” 
type, while the taller, bigger fellow is 
more likely to be reserved—the strong, 
silent type. Psychologists explain this to 
the effect that the smaller fellow, con- 
scious of his diminutive stature, feels re- 
currently called upon to demonstrate that 
he will stand up for himself, while the big 
fellow just takes this for granted. 

Anyhow, it’s often that way with dogs. 
A tiny terrier as big as a nickel’s worth of 
soap, and able to hide in a rat hole, will 
often begin yapping at nothing, and 


snapping at anything he sees; while the 
great big lazy mutt of shepherd strain will 
sleep straight through an air raid. Signif- 
icantly, it is the noble St. Bernard, one 
of the largest of all dogs, which has the 
deserved reputation for kindly tempera- 
ment and gentle manners. Newfound- 
lands, shepherds, airedales, and even the 
larger hounds and mastiffs (not likely as 
average house dogs) commonly have sur- 
prisingly agreeable dispositions, despite 
their spectacular size and ferocious ap- 
pearance. 

But this no safe rule, M. M. It’s no 
rule at all. There’s many a big chow or 
collie as mean as sin. In fact, it’s just as 
well to throw out breeds, or mixtures, as 
any criterion for a dog’s hostility to 
strangers. We must also observe in pass- 
ing that the smaller dogs are not neces- 
sarily meaner in disposition. It would be 
fairer, perhaps, to say that they are often 
merely more excitable, more sensitive to 
strange noises and sounds, than their big 
cousins, who feel surer of themselves be- 
cause of their very size. 


Dog’s Training and Environment 
Influential 

t geaiagueee a dog’s training and gen- 

eral environment have more to do 
with his behavior than his ancestry. Coun- 
try dogs, or those closely confined because 
of apartment living in very large cities, 
are likely to be more suspicious of 
strangers than dogs in small- or medium- 
sized communities which habitually run 
around loose. The obvious reason is that 
the small-town dog or “neighborhood 
pet” gets accustomed to meeting different 
people, while the open-country dog does 
not, and the big-city dog is always kept 
confined. 
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IT IS a surprising fact, however, that a large amount of mean disposition 
and nastiness among house dogs is due to boredom. That's right—boredom. 
The average dog likes to work, to help his master, to make himself useful. 
He is most happy when he can put in a hard, full day tending sheep, hunting, 
retrieving, or even pulling a milk cart. A dog kept occupied in this manner 
is not likely to be nervous, temperamental, or fretful. He sleeps and eats well 
and feels he is earning his keep. But, unfortunately, most dogs are kept around 
just for pets. The only job assigned to them is that of volunteer watchmen. 
ls it any wonder then that they try to make the most of it, work at it overtime, 


and often overdo it? 


‘Expert Apple Polishers 
H™ again, dog imitates man, his mas- 
ter. He tries to make the only job he 
has seem important—to make quite a fuss 
about it, to impress the “boss.” “Apple 
polishing” is what humans call it. All dogs, 
M. M., are natural born “apple polishers.” 

Also, they, especially yard dogs, teach 
each other bad habits. One screwball dog, 
barking at every butterfly that passes, can 
soon get every dog in the block almost as 
scatterbrained as he is. 

And so we have the typical case of the 
bored dog with nothing to do all day or 
night except to eat and sleep, chase an 
occasional cat, and watch the place, and 
nothing ever happens, it seems. 

He gets like a fire-starved fireman after 
a while. Just at that point, M. M., you 
loom on the horizon with your frighten- 
ing flashlight and hurried movements. 
Can’t you just visualize poor Fido, wel- 
coming this chance for excitement and 
taking after you, even though there may 
be some doubt in his mind that you are 
on the level? A little patience and train- 
ing by the master would correct this. But 
you can’t do anything about that, M. M. 
And neither can the dog. 


AX right then, let us take the situation 
as we find it. What can you do to 


JULY 2, 1959 


protect yourself, your company, the cus- 
tomer, and his dog from unnecessary com- 
plaints? I have outlined here (after con- 
siderable research and consulting with 
quite a few wise old dogs of my acquaint- 
ance) ten suggestions for you to follow 
as outlined on page 58. Under each is a 
little explanatory detail. Here goes, M. M., 
and thanks in advance—on behalf of all 
dogs—for your kind consideration. It’s 
been dog-gone swell of you to read even 
this far. 


l Ir the folks are home, have the dog 

© confined. That’s the safest way, even 
though the dog appears friendly, and you 
might feel tempted to make his acquaint- 
ance. The customer is not going to resent | 
it if you make the request tactfully. But 
the approach is quite important from the 
angle of your company’s public relations. 
Remember, dog lovers are the most soft- 
hearted sentimentalists in the world. You 
can make a friend or an enemy for life 
by just a remark about the customer’s dog. 

For example, suppose you say in a surly 
fashion, “You've got to tie that mutt up, 
lady, or I’m not going down that cellar, 
see!” Chances are the lady will oblige 
reluctantly and really feel more disposed 
to sic the dog on you. (From the dog’s 
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point of view I think that suggestion 
would be quite justified. ) 

On the other hand, suppose you say with 
a smile, “That certainly is a handsome 
dog, lady. I’m just wondering if you 
wouldn’t mind calling him up while I’m 
down there reading the meter ; sometimes 
the flashlight frightens them.” Even 
though the praise were bestowed on a flea- 
bitten mongrel (in fact, especially if it 
were a flea-bitten mongrel), the owner 
would glow in your implied compliment 
to her possession and your solicitude for 
the dog’s comfort. Try that line consist- 
ently and see how many firm friends you 
make for your company over a period of 
time. Rate arguments, politics, and other 
issues, notwithstanding, I say again: Dog 
lovers are notorious sentimentalists. Why 
not turn it to the company’s advantage? 


? Ir his owner is not at home, ignore 
© him, PRovIvDED he ignores you. The 
average house dog will generally let you 
know right away that he is at home. If 
you are a repair-or maintenance man 
whose business makes it necessary for you 
to go on the premises notwithstanding the 
owner’s absence, don’t take the barking 
too seriously. Barking is the sign of nor- 
mal dog reaction. A silent dog is more 
likely to be sick or really vicious. If the 
dog makes no attempt to follow up by ap- 
proaching you and merely satisfying his 
curiosity to the extent of approaching, 
just so far to see what you are about—let 
it go at that. Such a dog is not likely to 
harm you. 


3 Make friends only if he feels like it, 
* and if you do too. You can’t fool a 
dog about such things. If you are really 


afraid of a dog’s presence, he knows about 
it just as soon as you do yourself. You 
can’t bluff it. Scientists have speculated 
that a person in fear exudes certain odors 
which the dog detects. Anyhow, he knows. 
If you try to bluff confidence by making 
an attempt towards friendliness under 
such circumstances, you’re quite likely to 
get nipped. A dog wouldn’t understand it. 

On the other hand, if you are really a 
dog lover and the dog looks as if he might 
be friendly, and your duties require you 
to be around a little while, it might be 
pleasanter if you tried to make friends. 
But, to repeat, don’t try it unless you feel 
like it. Never try it on a bitch with pups 
around. 


4 Let him make friends first; don’t try 
© petting him right off. It is a fact 
that very many more dog lovers are bitten 
trying to pet strange dogs than folks who 
don’t like dogs. They are the victims of 
self-confidence and perhaps a little self- 
conceit, springing from the impression 
that they can make friends with any dog. 
That is all wrong. Aside from the fact that 
dogs have an inherent sense of dignity 
which human beings fail to recognize, they 
also have a strong sense of loyalty to their 
owners which makes them bristle at any 
attempt of strangers to tickle their ears 
or indulge in any other marks of affec- 
tion reserved for their masters. This is 
especially true of so-called “one-man” 
dogs, such as the famous “seeing-eye” 
variety which has been trained to protect 
a blind master and remain in his company 
almost constantly. A stranger trying to pet 
such a dog without at least the formality 
of an introduction is just as offensive to 
him as a strange man trying to take lib- 
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Which Dog 
Is Safe? 


YOU ARE probably already asking the inevitable question: What 
types of dogs have nastier dispositions and which have the friendlier 
temperament? No satisfactory answer can be given to this question 
because all dogs bite, all of them can be provoked. Then, too, there 
are so many factors to be weighed—the dog's training and the sur- 
rounding circumstances, especially—that no rule could ever be for- 
mulated on the basis of dog breeding alone which did not have so 
many exceptions as to be meaningless. Besides, we must recognize 
that only a small fraction of average house dogs is of so-called pure 
breed, or anything like it. 


erties with a respectable woman. That 
might seem like an extreme parallel; but 
it is the way the dog feels about it. 


To make friends, stand quietly, put 
© out your hand, and let him smell it. 
There is a reason for every action sug- 
gested here. Standing quietly allays the 
dog’s fears. Facing him shows you are not 
afraid even though he already knows that. 
Putting out your hand shows you want 
to be friends and are not harboring any 
hostile intentions. Above all, never ap- 
proach a dog from the rear. When he is 
making the first advance he is very skittish 
and doesn’t want to feel fenced in. The 
open hand is the best approach. 


IF he sniffs and walks off, or refuses 

° to sniff your hand, let him alone. 
This almost speaks for itself. The dog is 
simply telling you that you might be all 
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right but he is keeping an eye on you; 
also, he isn’t making friends that day. If 
you don’t bother him further, chances are 
you won’t have any more trouble under 
those circumstances. 


7 Act as quietly and confidently as if 
° you had a right on the premises; 
avoid sudden or suspicious motions or 
noises. This also speaks for itself. Most 
people don’t know it, but a dog is actually 
a conservative. He likes the established 
routine, not strange or upsetting experi- 
ences (such as house cleaning), or any- 
thing revolutionary. If dogs could vote 
they would probably all go solidly Repub- 
lican. 

For this reason a dog is not likely to 
get upset if you go about your business 
as though you had every legitimate right 
to do so. Chances are he has been used 
to his master’s friends and other people 
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calling at the house, so if you act respect- 
able he is likely to treat you as such. It is 
only the unexpected—the departure from 
routine—which upsets him. If you drop 
atool, for example, pick it up slowly, don’t 
grab for it or he is apt to grab for you. 


8 Ir the dog threatens to attack, FACE 
¢ HIM DOWN, then back away slowly— 
never TURN YOUR BACK OR RUN OFF. I 
know this goes contrary to human nature, 
which is to take it on the lam whenever 
you see a dog heading toward you with 
fire in his eye. But again we must remem- 
ber that dog imitates man, and, therefore, 
is something of a bully. As sure as you 
turn your back and run, it is just as nat- 
ural for him to take cut after you with 
everything that he’s got as it is for you to 
try and make yourself scarce. The result 
is a foot race, and unless you’re in pretty 
good shape you're likely to find the dog 
is faster than you are. If, on the other 
hand, you stand perfectly still and face 
the dog, almost invariably he will stop 
and hesitate. This is what dog handlers 
call “facing down” a hostile dog. The only 
exception to this rule of procedure would 
be in the case of an obviously mad dog 
or a trained killer dog, and you are not 
likely to meet either—let’s hope not, any- 
how. The statistical chances are about the 
same in meeting a mad dog as meeting a 
venomous snake. 

In “facing down” a dog you stand mo- 
tionless for as much as a minute. Chances 
are good that the dog will stare at you 
and then retreat. If so, you have licked 
him psychologically and he is not likely 
to bother you, but don’t follow up the ad- 
vantage. Leave him alone. 

If, however, the dog should “freeze” 
and continue to glare at you for more than 


a minute, you’d better start backing away 
slowly, always keeping your face to the 
dog. 


| the process of “facing down” a dog, 

try giving him commands, such as “go 
away” or “lie down,” in a calm and au- 
thoritative voice. If, for obvious reasons, 
you can’t manage a calm, authoritative 
voice at the moment, better not try it be- 
cause an apprehensive squeak might make 
him even more upset. Chances are he 
won’t obey you anyhow, but it’s worth 
trying. The rule about never turning tail 
and running can, of course, be modified, 
if you see a dog charging from some dis- 
tance and you are only a few feet away 
from a picket fence you can easily jump. 
But you’d better be a pretty good judge 
of distance. You will also find that dogs 
are pretty good respecters of other 
people’s property. They seem to know the 
property line just as accurately as if they’d 
read the deed. Unless you beg them by 
turning tail and getting them in full pur- 
suit, they will rarely ever chase you over 
the public highway. 


9 Ir the dog attacks, defend yourself 
¢ with a stick or other object, if pos- 
sible (avoiding direct use of hands or 
feet); charging TowarD the dog will get 
better results than retreating. In the 
process of backing away, as noted above, 
you might keep your eye peeled for a 
stick and slowly reach for a tool or other 
object in your clothing. The reason for 
using an object preferably to defend your- 
self is because it is dog’s nature (except, 
again, in the case of a really mad dog or 
a trained killer dog) to go for the moving 
member of your body. If you try to push 
him away with your arm, your arm will 
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get nicked. If you try to kick him, your 
calf will get it. And, of course, if, despite 
the above advice, you yield to the tempta- 
tion of turning around and running, it is 
the old story of the seat of your pants, 
which is the most accessible target. If you 
use a stick, you'll distract the dog and he 
might even take out his bites on the stick 
itself, because—aside from the possibility 
of injuring the dog—dogs usually respond 
to disciplinary blows about their body, 
while a blow in the face might enrage him 
further. A well-aimed blow at the flank 
will often slow up the toughest, meanest 
animal, if not put him out of action. Of 
course, an inverted chair, ladder, or other 
pronged object held off, “lion-tamer fash- 
ion,” is an excellent shield. But in this spot 
you will not often get the chance to pick 
your own props. 


HERE are no hard and fast rules for 
determining just when a dog is going 
to attack. It is often said that a dog will 
lower his head before bringing up for 
an assault. It is also commonly said that 


& 


a dog will lay his ears back before getting 
down to business. Long-tailed dogs fre- 
quently lower the tail before making the 
lunge. There is some element of truth in 
these observations, but the exceptions are 
so frequent they are not safe. About the 
only safe generality is that nobody was 
ever attacked by a dog while the dog was 
sitting down. Even the wagging tail is no 
infallible criterion of a dog’s friendliness. 
I have seen a Dalmatian go into bitterest 
action while wagging his tail and with 
perked ears as if he were greeting a long, 
lost friend. 


10 In case of any dog bite fracturing 
° the skin, aALways notify ‘your 
company or local police and follow in- 
structions. Most utility companies have 
established procedure for taking care of 
the case from then on. Many local au- 
thorities also require reports which the 
company will probably take care of. But 
if it is a small company or one which, for 
some reason or other, does not have rules, 
the bitten party should report his injury 


. If the folks are home, have the dog confined. 

. If his owner is not at home, ignore him, provided he ignores you. 

. Make friends only if he feels like it, and if you do too. 

. Let him make friends first; don't try petting him right off. 

. To make friends, stand quietly, put out your hand, and let him smell it. 

. lf he sniffs and walks off, or refuses to sniff your hand, let him alone. 

. Act as quietly and confidently as if you had a right on the premises; 
avoid sudden or suspicious motions or noises. 

. If the dog threatens to attack, face him down, then back away slowly— 
never turn your back or run off. 

. If the dog attacks, defend yourself with a stick or other object, if possible 
(avoiding direct use of hands or feet); charging toward the dog will get 


better results than retreating. 


10. In case of any dog bite fracturing the skin, always notify your company 
or local police and follow instructions. 
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BOW-WOW, MISTER METERMAN! 


to the police authorities on his own initia- 
tive. They will then probably send an ob- 
server to examine the dog on the possibil- 
ity of rabies. Nine hundred and ninety- 
nine times out of 1,000 there will be no 
rabies for the simple reason that confined 
house dogs usually do not contract the in- 
fection, which is more prevalent among 
running dogs. A trained observer can usu- 
ally tell at a glance within a day or so 
whether the dog is really mad or simply 
provoked. In case of any doubt, however, 
the authorities will take the dog into cus- 
tody for closer observation. If it should 
develop that the dog is mad or there is even 
some suspicion that he might be—it is nec- 
essary to start immediately with antirabies 
injections. The authorities will take care 
of destroying the dog under such circum- 
stances. In this respect, it is important to 
keep in mind that rabies is 100 per cent 
fatal in human beings if the infection is 
permitted to reach a truly virulent state 
before preventative measures are under- 
taken. 


tos last word about unnecessary de- 
struction of dogs. In some communi- 


ties, local laws or regulations permit the 
destruction of dogs which have bitten 
people, even though the dog is in good 
health. 

This poses a problem of public rela- 
tions which any smart utility company 
will recognize at once. Not long ago one 
of the large independent telephone com- 
panies in the South was saved from mak- 
ing a terrible blunder through the alert 
action of one of its officials in the case of 
a repairman who had been bitten by a 
seeing-eye dog. After all, the dog was only 
doing what she had been trained all her 
life to do—protect her blind ward. If the 
company or its employee had actively 
pressed for the destruction of such a dog, 
the resulting publicity might have caused 
widespread public reaction. Fortunately, 
company officials were shrewd enough to 
turn the situation to their advantage by 
taking active steps to see that the dog was 
returned to its owner unharmed. In other. 
words—to paraphrase the old gag about 
the piano player in the old Wild West 
saloon—don’t shoot the house dog unnec- 
essarily. Remember he’s doing the best 
that he can. 





Labor and the Utilities 


— government, by special legislation, has given labor unions 

power and privilege not granted by law to other groups. The 
avowed purpose was to put labor unions on an equal footing with 
big corporations, to establish collective bargaining—rather than 
strife and oppression—as a part of the American system. 

"The effort was overly successful. Unions have assumed the stature 
of monopolies. They are not the only monopolies. Public utilities, for 
instance, by their nature usually are monopolies—but because of 
this they are subject to special controls." 


—EDITORIAL STATEMENT, 


The Washington (D. C.) Daily News. 
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Thirty Years Agrowing ... 


By FRANCIS X. WELCH* 


Some recollections and commentary on 
the high lights in the development of 
commission regulation as it has been re- 
flected in the pages of PUBLIC UTILI- 
TIES FORTNIGHTLY since it began 
publication back in 1929. 


HE first issue of Pusitic UTILITIES 

FORTNIGHTLY, in its familiar blue 

jacket and characteristic format, 
was published on January 26, 1929. I was 
then the most junior member of the edi- 
torial staff of Public Utilities Reports, 
from which the editorial staff and busi- 
ness Organization of the new publication 
had been created. I had joined up as a legal 
editor in the Rochester, New York, office 
of the Reports, only eighteen months be- 
fore the launching date. 


But because I was there during the 
establishment, and had at least a small part 
in it, I would like, in this thirtieth anni- 
versary issue, to tell the story of how the 
FORTNIGHTLY got started, and what was 
happening at that time and since. 

There were others who had more im- 
portant parts to play, who are still with 
us. There was the editor of Public Utili- 
ties Reports, who took over as editor-in- 
chief and stayed at the helm for many 
years, Henry C. Spurr, now living in re- 
tirement at his home in Rochester. There 


*Editor, Pustic Utititres ForTNIGHTLY. 
JULY 2, 1959 














was Ellsworth Nichols, now editor-in- 
chief, also of Rochester. There was the 
general manager of the publication at that 
time, and still president of the publishing 
company, A. S. Hills of Washington, 
D. C. Another leading founding spirit was 
our first editorial director who had so 
much to do with the original format—the 
late Colonel Kendall Banning, who re- 
turned to active duty to become a Briga- 
dier General during World War II before 
his death in 1944. 


HE idea of the FoRTNIGHTLY grew 

directly out of the exciting times for 
utilities in which it was born. Public Utili- 
ties Reports had been on the scene since 
1915—the recognized national reporting 
system for the decisions of the regulatory 
commissions. But it was a period of rapid 
consolidation and merger. Small utility 
company operators were disappearing in 
the wake of a growing number of holding 
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company combinations—and, by the same 
token, so were quite a few subscribers to 
the original Reports. It was also a period 
of unrest. Not only the growing holding 
companies but commission regulation it- 
self was under increasing attack. 

Aside from that, the complexities of 
regulation were transcending the bound- 
aries of the purely legal profession. Reg- 
ulation was no longer just another spe- 
cialty of law practice. It was accounting. 
It was engineering. It was economics. 
And there were increasing political over- 
tones. Hence, the decision of the original 
publishers to establish a magazine that 
would appeal to broader interests in the 
regulatory field than just the publication 
of rulings. This magazine was founded on 
the premise the commission regulation of 
public utilities was here to stay, and that 
an open forum for the discussion of all 
phases of regulation and allied topics 
would fill a long-felt need and be a for- 
ward step. 

There were still in that year of 1929, 
those who did not believe in commission 
regulation, who thought it had failed. 
Thus, Pustic Utitities FortTNIGHTLY 
was born, so to speak, in a ready-made 
field of controversy. This controversy 
over commission regulation has largely 
sibsided. The controversy today takes a 
different course. 


Femmes the past two years of its 

activities, the House Subcommit- 
tee on Legislative Oversight has brought 
forth disclosures of difficulties and 
occasional shortcomings in the opera- 
tion of our federal regulatory commis- 
sions. Yet, it is worth noting that despite 
all the criticisms of procedure or so-called 
irregularities, no serious suggestion has 


been made from any responsible source 
that any of these commissions should be 
done away with, or their jurisdiction 
and powers substantially contracted or 
abridged. 

On the contrary, a series of bills now 
pending in the 86th Congress, stemming 
from the investigation of the House sub- 
committee, generally propose a strength- 
ening and broadening of the powers of 
these regulatory tribunals, and various 
methods for improvement of their proce- 
dure and operations. True, some of these 
measures would go about this in entirely 
different ways. One would set up a virtual 
specialized federal court. Another would 
spell out the duties and responsibilities of 
commissioners, practitioners, and others 
who have business with the commissions 
or have some interest in their work. 

But the point to be made here—without 
attempting to analyze or compare those 
different bills—is that the general ap- 
proach is a corrective one, They are gen- 
erally designed to make commission reg- 
ulation work better. The need for justifi- 
cation of these federal commissions is 
taken for granted. 

It would be gratuitous, of course, at 
this late date to suggest that commission 
regulation has come of age or is here to 
stay. But it is a fact that such general 
acceptance of commission regulation as a 
necessary part of our system of adminis- 
trative government (state or federal) has 
not always prevailed. As already stated, 
commission regulation has been attacked 
before, much more critically. 


C was January 21, 1929, three days be- 
fore the first issue of Pusiic UTILI- 
TIES FORTNIGHTLY, as a magazine of gen- 
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eral circulation, that the old New York 
World published an editorial entitled 
“The Breakdown of the Public Service 
Commissions.” This editorial stated as 
follows: 


The high hopes with which the exist- 
ing system of public utility regulation 
was inaugurated in this state have not 
been fulfilled. It is a fact beyond dispute 
that in certain important respects this 
system has broken down... . 

The new system was intended to end 
the existing evils. Its purpose was to 
put the utilities under such positive com- 
mission control as to assure them a fair 
return and at the same time assure the 
public of reasonable rates, adequate 
service, efficient operation, and proper 
financial management. In large measure 
these hopes have failed... . 

The public has come to realize that 
its expectations of twenty years ago 
have not been fulfilled; that regulation 
has not worked as it was intended to 
work; that many of the old evils have 
continued; that new ones have devel- 
oped; and that the intricate questions 
of law and administration which govern 
the cost to the citizen of light, fuel, 
power, local transportation, and tele- 
phone communication are in a desperate 
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There is widespread recognition of 
the fact that the present system no 
longer protects the public’s interests 
adequately. ... 

What is needed is no mere tinkering 
with the existing law but a comprehen- 
sive investigation to discover exactly 
how regulation has worked in the state 
of New York, what difficulties have 
been encountered, and by what means 
the present system can be reconstructed 
to serve effectively the purposes for 
which it was originally established. 
With this aim in view we believe that 
the legislature should provide for a spe- 
cial Public Service Investigating Com- 
mission to make a thorough survey. ... 

We face a fact and not a theory. The 
law of 1907 has broken down. 


WwW" regret for the passing of a fine 

old newspaper, it might be noted that 
since that editorial the old New York 
World has disappeared into the syndi- 
cated bosom of the Scripps-Howard sys- 
tem, while the state commissions are still 
going strong—as already observed. Of 
course, some of the charges complained of 
in the old World editorial came on to be 
heard at length by investigating tribunals 
in Albany, as well as in Washington or 
elsewhere. Reforms were bitterly debated 
and a good many were placed on the 
statute books. But, note well, they invari- 
ably had the effect of strengthening the 
state commission and the federal commis- 
sions. 

Pusiic UTILITIES FORTNIGHTLY ar- 
rived on the scene in time to mirror the 
more exciting exchanges. Among those 
whose discussions were found in contrib- 
uted articles in past issues, we note such 





THIRTY YEARS AGROWING ... 


names of bygone personalities as the late 
U. S. Senator Norris (Republican, Ne- 
braska), father of the TVA; the late U. S. 
Senator Couzens (Republican, Mich- 
igan), father of the FPC; the then Demo- 
cratic Senator from Alabama, Hugo Black 
—now a member of the U. S. Supreme 
Court; and an article by the late, then gov- 
ernor of New York, Franklin D. Roose- 
velt, outlining a live-and-let-live policy in 
the controversial field of public ownership 
of public utilities by local option. During 
these early thirties the U. S. Supreme 
Court had already started its retreat from 
the fair value doctrine laid down in 
Smyth v. Ames, decided in 1898. 


We cannot say even now who is right 
and who is wrong about many of these 
questions and detailed situations. We only 
know that in the give-and-take of com- 
mission regulation our utility services 
have grown bigger and better and have 
come within the reach of far more people 
—common people—than anywhere else on 
the face of the globe. 


Yes, commission regulation has been at- 
tacked before and doubtless it will be 
criticized and reappraised again and again 
—years from now, even after the present 
House Subcommittee on Legislative Over- 
sight has concluded its work, and any con- 
sequent legislation has been written on the 
statute books. 


i ew is only to be expected as a healthy 

sign of evolution of any expanding 
or progressive institution. The trends of 
commission decisions change gradually 
but constantly, just as (and in most in- 
stances because of) the decisions of the 
U. S. Supreme Court. Any realistic ob- 


server knows that the present highest 
court under Chief Justice Warren, and 
especially since the advent of Justices 
Black, Douglas, Frankfurter, and others, 
decides such cases quite differently from 
the court headed by the late Chief Justice 
Hughes, when Justices Butler, Sanford, 
Sutherland, and Van Devanter were writ- 
ing majority opinions. 

We might carry this parallel a step fur- 
ther. Remember the hue and cry which 
broke out in. 1937, when the late President 
Roosevelt asked Congress to enact the so- 
called “court packing” bill (to enlarge the 
membership of the court), There were 
charges that Roosevelt was seeking to de- 
stroy the court by diluting its authority 
because of his impatience with the way the 
“nine old men” were deciding cases. The 
President suffered his first major defeat 
from a Congress heavily dominated by his 
own party. But after that time changed 
what impulsive legislation could not 
change. 


Today, we hear again widespread crit- 
icism of the way the highest court is de- 
ciding cases. There are a number of bills 
in Congress to change the result of var- 
ious decisions. Some may even pass. The 
chief justices of two-thirds of the state su- 
preme courts and the House of Delegates 
of the American Bar Association have 
voiced concern over the trend of some of 
the court’s decisions. But no one—not 
even the most rabid segregant—has sug- 
gested that the court be abolished. 


S° it is with commission regulation. The 
criticisms we hear today are mild 
indeed compared to the thundering and 
lightning in the early thirties. Today, the 
critics are concerned mainly with ethical 


JULY 2, 1959 





PUBLIC UTILITIES FORTNIGHTLY 











procedure. When the ForTNIGHTLY ar- 
rived on the scene, the big argument was 
whether the whole game was worth the 
candle. Perhaps one of the very best rea- 
sons for its present general acceptance 
has been the opportunity it provides for 
continuous correction of past mistakes and 


for constant adjustments and revisions to 
offset changes in economic conditions 
from time to time. 


I would like to believe that in the thirty 
years of steady publication of these de- 
velopments, Pusiic UTILiTIEs Fort- 
NIGHTLY has played its part in this process 
of learning by better understanding. Cer- 
tainly fair and full discussion as an aid to 
better understanding has had ample sway 
through the years in the pages of the 
FORTNIGHTLY. It has ranged from calm 
and detached analysis to vigorous charges 
and countercharges. But the net result 
over the long pull has been a thoughtful, 
many-sided presentation of virtually ev- 
ery phase of regulation, controversial or 
otherwise. 

Before 1929, the regulation of public 
utilities had gone through the legislative 
phase of the late nineteenth century, when 
the state legislatures tried their hands 
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(and failed) at direct regulation of rates 
and services by statutory law. Then came 
the judicial phase of the first three decades 
of the twentieth century, when the courts 
—notably the U. S. Supreme Court—su- 
pervised the work of the commission al- 
most on a case-by-case basis, laying down 
standards and principles governing such 
concepts as confiscation, reasonableness, 
discrimination, etc. 


— was the stage upon which PusLic 

UrTiLities ForTNIGHTLY emerged in 
1929. What has happened since then sur- 
passed in significance and activity all that 
had gone before. Reproduction cost as a 
measure of rate-making value began to go 
into eclipse. The Uniform System of 
Accounts was set up. With the Hope de- 
cision the commissions were relieved of 
all but a vestigial remnant of constitu- 
tional restriction on their rate-making au- 
thority. It was the administrative phase. 
State commissions entered into an era of 
new responsibility. Their staffs got bigger 
and better appropriations. Occasional 
clashes but more often co-operation with 
federal commissions ensued. Stricter con- 
formity with original cost less deprecia- 
tion became the prevailing rate base ap- 
proach. 

More recently, however, the arguments 
in the regulatory field have revolved 
about changing economic problems. There 
was the Phillips decision on June 7, 1954 
(3 PUR3d 129), in which the Federal 
Power Commission was itself reversed— 
not because it had attempted to exceed its 
authority, but because the highest court 
found that the commission had not ex- 
tended its authority far enough with 
reference to regulation of independent 
natural gas producers. Twice Congress 
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has voted to annul that decision, and twice 
vetoes by two different Presidents have 
intervened. Today, five years after the 
Phillips decision, it is still the law of the 
land, with the chances of any early change 
diminishing. 


. + so it has been with other recent de- 

cisions of the highest court on the 
work of the federal commissions. The 
court seems to be telling the commissions 
to go farther, to regulate more actively. 
The SEC, now in the twilight of the once 
drastic and ambitious “death sentence” re- 
organization under the Holding Company 


. Act, has yet to suffer a major reversal. 


The Federal Power Commission, in its 
hydroelectric licensing jurisdiction, has 
had similiar experience. The Federal 
Trade Commission, in its general business 
regulation, the Interstate Commerce Com- 
mission in its railroad regulation, have yet 
to be told in major test cases that they 
have exceeded their authority. The Fed- 
eral Communications Commission in its 
radio and TV licensing work has even 
been under pressure of the higher courts 
to observe more rigid standards of reg- 
ulatory procedure, evidence, and rule 
making. 


The Problems of the Future 


AX this has shown that commission reg- 
ulation is not only here to stay but 
that it has never stood still. Regulation, 
like the Constitution under which it func- 
tions, is a living thing. It cannot be locked 
off into any permanent formula. It must 
change as the economic system in which 
it operates changes. The good, sound, 
practical regulation of one decade may 
not necessarily be the good, sound, prac- 
tical regulation of another decade, and the 
U. S. Supreme Court has always wisely 
insisted upon reserving this elasticity. 
Reference already has been made to the 
Phillips decision which thrust upon the 
Federal Power Commission a broad reg- 
ulatory responsibility over natural gas 
producers which it certainly did not seek, 
and obviously did not want. Today that 
commission faces a Herculean task of dis- 
posing of a backlog of more than 2,000 
producer rate cases, with more piling up 
at the rate of 200 a month. But since Con- 
gress has refused to legislate a way out, 
the commission must find a regulatory 
way out. And it will, too. The path ahead 
is difficult and complex; but somehow we 
may be sure the commission will find a 
practical solution for doing those things 
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which the court says have to be done un- 
der the present law. 


7 is a good demonstration of the 

elasticity and resilient nature of com- 
mission regulation as an institution. For- 
tunately, the day of opposition and ob- 
struction to commission regulation by the 
utilities themselves has been gone for some 
time. But commission regulation still 
needs support from the public and that, in 
turn, means that it must be understood by 
the public. Selling regulation to the pub- 
lic is a job that is never finished and never 
will be finished. It is a constant challenge 
to those with the public interest at heart. 
It is in this field that continuous exposi- 
tory effort, such as the articles in PuBLIC 
Utmities ForRTNIGHTLY, has a never- 
ending mission. 

And no discussion of future problems 
would be complete without reference to 
inflation, the biggest economic bugaboo of 
all, for regulating utility industry. The 
“ghost of Smyth v. Ames” is still with us 


and is likely to be for as far ahead as we 
can see. 


HEN, too, the changing composition 

of the commissions themselves and 
the U. S. Supreme Court may bring new 
ideas, new thinking into the regulatory 
picture. And if such changes do not hap- 
pen soon enough, it may be that the legis- 
latures, including the federal Congress, 
will have to pitch in and tune up the reg- 
ulatory statutes once more to harmonize 
with greatly changed economic conditions. 
Maybe the evolutionary process already 
mentioned, which has taken regulation 
progressively through the legislature, judi- 
cial, and administrative phases, will have 
to turn full circle and put the corrective 
responsibility back on the lawmakers. 

It is to this continuous pattern of 
change and adjustment without sacrifice 
of basic guiding principles of public in- 
terest that Pusiic Uricities Forrt- 
NIGHTLY remains devoted—for many 
more years, I hope. 





— over the years, is nothing more nor less than the price 
which a corporation must pay for the use of all the plants, mills, 
furnaces, machines, tools, and other capital assets that it needs in 
the fabrication of its product. 

"Without sufficient profits, industry can no longer replace its tools 
of production as fast as they wear out, at which point the workers 
who once used these tools are without work. Is that in the public 
interest? 

"Without adequate profits, industry can no longer adapt the fruits 
of research and improve—as it constantly has—our nation's standard 
of living. Is that in the public interest? 

“Without enough profit, industry can no longer develop the new 
sources of raw materials that this nation must have. Will that be in 
the public interest? 

"Neither can this industry obtain the new, more efficient machines 
and techniques that have thus far enabled it to absorb so much of 
the rising cost of labor and materials. Will that be in the public 


interest?" 
—ROGER M. BLOUGH, 
Chairman of the board, United States 
Steel Corporation. 
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Telephone and 


Telegraph 


The Silver Anniversary of the 
Federal Communications 
Commission 


} gore 19th marked the twenty-fifth an- 
niversary of the Federal Communica- 
tions Commission. It was on that June day 
a quarter of a century ago that the Com- 
munications Act of 1934 became law. In 
brief, that act charged the commission 
with regulating interstate and foreign 
communication by radio, wire, and cable 
to the inclusion of telegraph, telephone, 
and broadcast; promoting safety of life 
and property and the national defense 
through such means; and encouraging 
larger and more effective use of radio in 
the public interest. 

For these purposes, the act centralized 
in a single agency (the FCC) broadcast 
regulatory functions previously exercised 
by the Federal Radio Commission; cer- 
tain supervision of telephone and tele- 
graph operations formerly vested in the 
Interstate Commerce Commission; juris- 
diction over government telegraph rates 
which had been under the Post Office De- 
partment, and some authority of the De- 
partment of State with respect to sub- 
marine cable landing licenses. It also gave 
the FCC additional authority, including 
supervision of rates of interstate and in- 
ternational communications common car- 


riers, and domestic administration of in- 
ternational telecommunication treaties and 
other agreements to which the United 
States is a party. 


The Commission 


. in commissioners operated initially 
in three divisions—broadcast, tele- 
graph, and telephone—-each supervised by 
the chairman and two commissioners. 
This divisional authority was abolished in 
1937 in favor of unified control by the 
commissioners as a body. 

Until 1950, the commission had four 
major administrative bureaus—engineer- 
ing, accounting, law, and secretary. Sub- 
sequent reorganization resulted in the 
present four bureaus—broadcast, com- 
mon carrier, safety and special radio serv- 
ices, and field engineering and monitor- 
ing—as well as offices of administration, 
secretary, chief engineer, general counsel, 
hearing examiners, opinions and review, 
and reports and information. 

It is interesting to note that two pres- 
ent members of the FCC were on the staff 
of the original commission. Commission- 
er Rosel H. Hyde transferred from the 
Federal Radio Commission as an attorney, 
later became the FCC’s general counsel, 
and served a term as chairman. Commis- 
sioner Robert T. Bartley was director of 
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the commission’s original telegraph divi- 
sion. Twice an FCC commissioner, 
T. A. M. Craven, who had served on the 
staff of the old FRC, started with the 
FCC in 1935 as its chief engineer. Com- 
missioner Frederick W. Ford joined the 
FCC in 1947 and was the first chief of 
the broadcast bureau’s hearing division. 
Three members of the original commis- 
sion are still surviving in retirement, Paul 
A. Walker, Norman Case, and Irvin 
Stewart. 


Then and Now 


HE commission’s work load in radio 

authorizations alone has almost multi- 
plied by the number of its years—23 
times as many now as in 1934, Its 1934 
budget was nearly $2 million; in 1959, for 
the first time, it exceeds $9 million. How- 
ever, its personnel during the interval has 
only slightly more than doubled—from 
about 500 at the close of its first year to 
some 1,200 today. Its present staff is 
smaller than for ten previous years. Ap- 
proximately one-third of its employees 
are engaged in field engineering work. 

Twenty-five years ago the commission 
had about 108,000 radio authorizations of 
all kinds—51,000 stations and 57,000 ra- 
dio operator permits (commercial and 
amateur). The present number of radio 
authorizations exceeds 2.3 million, cover- 
ing half a million stations (which use 
nearly 1.5 million transmitters), and 1.8 
million radio operator permits of different 
grades. 

A comparison of radio authorizations 
at the close of the FCC’s first year with 
those at the end of the first quarter of 
1959 follows: 


Stations 
Marine 
Aviation 
Public Safety 
Industrial 
Land Transportation 
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Amateur 45,561 
Broadcast 623 
Common Carrier .. 565 
Experimental 1,012 
Oth 34 





51,074 502,051 


Operators 
Commercial *21,000 1,654,192 
Amateur 36,525 * 185,000 
Subtotal 57,525 1,839,192 


Grand total ... 108,599 2,341,243 








*Estimated. 


Less than 10,000 applications of all 
kinds were received by the commission in 
its initial year of operation. The annual 
figure now approximates 540,000, not 
counting legal, tariff, and other filings. 


Common Carriers 


HE past twenty-five years have wit- 
nessed the automation and expansion 

of common carrier facilities, including the 
installation of nation-wide networks of 
coaxial cable and microwave radio sys- 
tems and overseas telephony by cable as 
well as by radio. All segments of the tele- 
phone and telegraph industry have kept 
pace with electronic progress both in serv- 
ices, equipment, and operating techniques. 
The United States has more than half 
of the world’s telephones. In 1934 it had 
approximately 17 million telephones, 
which handled a daily average of 73 mil- 
lion calls. Today nearly 67 million tele- 
phones carry 250 million conversations 
each day. More than 80 per cent of these 
telephones are in the Bell system, of which 
nearly 94 per cent are now dial operated. 
Telephone users dial directly a fifth of 
their long-distance calls, and three-quar- 
ters of the remainder are dialed by tele- 
phone operators. Telephone service ex- 
tends to ships, trains, and motor vehicles. 
For the networking of radio and TV pro- 
grams, the Bell system in 1958 furnished 
the broadcasting industry 84,000 channel 
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miles of video circuits and 350,000 chan- 
nel miles of audio program facilities. 


I* 1934 radiotelephone service was pos- 
sible with about 60 foreign countries. 
That number has since increased to 125. 
The first transatlantic telephone cable was 
opened in 1956, and another one is being 
laid. Alaska and Hawaii have since been 
linked with the continental United States 
by telephone cable. International tele- 
phone traffic increased from 16,500 con- 
versations in 1934 to 2.7 million conver- 
sations in 1958. Also, in recent years telex 
service to many foreign countries has been 
established by the overseas telegraph in- 
dustry. 

When the FCC was created, there were 
two competitive domestic wire telegraph 
companies—Postal and Western Union. 
Collectively, they handled over 140 mil- 
lion telegraph messages in 1934, and in 
addition participated in the handling of 
many of the 14 million international mes- 
sages entering or leaving the country in 
that year. Postal and Western Union were 
merged in 1943. The new single national 
telegraph system (Western Union) han- 
dled about 123 million land-line domestic 
messages in 1958, while the volume of in- 
ternational telegraph traffic of all carriers 
amounted to about 22 million messages 
for that year. Western Union is extend- 
ing the Chicago terminus of its present 
microwave system to St. Louis and Kan- 
sas City. Its facsimile, direct tie-line con- 
nection, customer-to-customer, and leased 
private wire services have seen marked 
expansion. 


Telecommunication Progress 
8 Been sensnsersnnag has advanced a 
long way since 1934, making its big- 
gest strides since World War II. Postwar 
development of new electronic devices and 
techniques has opened the door to new 


uses Of radio besides contributing to the 
expansion and efficiency of older com- 
munication systems. 

The United States has become the 
world’s biggest user of radio. Its impor- 
tance in the American way of life is at- 
tested by the fact that usage actually ex- 
tends “from the cradle to the grave.” Ra- 
dio summons doctors and ambulances to 
the homes of expectant mothers; helps to 
educate the young; aids business and com- 
merce; protects life and property; enter- 
tains people of all ages; and, at life’s end, 
dispatches vehicles in connection with 
death and burial. 

Many present radio services evolved 
from experimental operations in the early 
days of the FCC. Radar, transistors, co- 
axial cable, and microwave have made 
important contributions. In addition to 
being air-, water-, and land mobile-borne, 
radio equipment has become more com- 
pact to the inclusion of transmitting and 
receiving sets of diminishing size. 


HAT radio is no longer earthbound is 
evinced by the start of communication 
with objects in outer space. 

Though a quarter of a century has 
elapsed, the following observation of the 
commission in 1934 is as true today as 
it was then, but in a greatly magnified 
degree: 


There are no fields of engineering in 
which new devices and inventions are 
being disclosed at a more rapid pace 
than in wire and radio communications. 
The arts, both in theory and practice, 
are extremely complex and cover a vast 
field. New devices and improvements, 
no matter in what radio or wire serv- 
ices developed, are as a general rule 
immediately reflected in potentialities 
for improvement and actual application 
in all other services. 
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Life of an Electric Utility— 
1903 to Date 
1903-58 Trends in Utility Growth, 
Efficiency, Rates, and Costs 


N connection with a recent talk by 
President Cisler of Detroit Edison be- 
fore the New York Society of Security 
Analysts, Vice President Eldred Scott 
prepared a rather unique compilation of 
financial and operating statistics for the 
company covering a period of fifty-six 
years. Since the company may be consid- 
ered a typically progressive electric util- 
ity, its growth and development should be 
expected to parallel that of the entire in- 
dustry. And since comparable data for 
the entire industry are not readily avail- 
able covering such a span of years, a study 
of this tabulation seemed appropriate for 
this Thirtieth Anniversary issue of the 
FORTNIGHTLY. 

The four charts on page 72 are based 
on data for selected years in the tabulation, 
in order to reflect historic trends. Kilo- 
watt-hour rates were derived by dividing 
revenues by corresponding kilowatt-hour 
sales figures. Some of the efficiency fig- 
ures were altered to suit the purpose of 
the graph. Another efficiency item which 
might well have been presented in the 
chart is “line losses.” Thus in 1903 kilo- 
watt-hour sales were only 7,150,000 kilo- 


JULY 2, 1959 


Financial News 


and Comment 


By OWEN ELY 


watts compared with 11 million kilowatts 
net output—indicating that company uses 
and line losses totaled 35 per cent of out- 
put. In 1958, however, 11.8 billion kilo- 
watt-hours were sold out of 13 billion pro- 
duced, with a shrinkage of only 10 per 
cent. This change was naturally an im- 
portant offset to inflationary factors. 


i was difficult to obtain complete and 
comparable income figures from the 
tabulation, and the breakdown of the rev- 
enue dollar, being partly estimated, is pre- 
sented in the table on page 71 merely to 
illustrate trends in a broad way. 

An interesting feature of this table is 
the sharp increase in fuel costs in 1920 
and the very big decline in the following 
decade—obviously, that decline had much 
to do with the sudden prosperity of the 
electric utilities. The subsequent increase 
in fuel costs during the 1940’s was par- 
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tially offset by a decline in fixed charges 
(resulting from low money rates) as well 
as in maintenance and depreciation. 


® 
Deprectation—Old and New 


Ramifications 


oe in the 1920’s the state commis- 
sions (with some exceptions) had not 
gotten around to regulating depreciation 
very closely, and federal commissions 
had not yet acquired the powers to regu- 
late accounting on the wide basis they now 
have. As a result, in many cases the an- 
nual accrual for depreciation was merely 
a round-sum “retirements” figure appro- 
priated at the year end by directors and 
dependent in some cases on the trend in 
earnings. (This method is still in use in 
Canada in some instances.) Moreover, 
during the 1920’s a few of the holding 
companies (but not all) omitted deprecia- 
tion accruals in reporting their own per 
share earnings on a consolidated basis. 
Gradually, as the result of increased 
federal and state regulation and improved 
standards adopted by utility executives, 
more adequate methods came into use. In 
the earlier efforts to spread depreciation 
over the life of the property in accord 
with scientific principles, such methods as 
“compound interest” or “sinking-fund” 
accrual were adopted in some cases. How- 
ever, federal and state commissions have 
gradually adopted the “straight-line” 
method which spreads the charges evenly 
over the estimated life of the property. 


While it may not be scientific, this is an 
easily understood and practical method, 
and it has gained wide acceptance in re- 
cent years. 


N™ however, the idea is being ad- 
vanced that the stockholders’ books 
should reflect “economic depreciation” to 
offset the inflated cost of replacing old 
plant. Chairman Roger Blough of United 
States Steel has been active in promoting 
this idea. In the utility field it ties in with 
the fair value rate base. The first utility 
company to adopt “fair value depreciation 
expense” was Iowa-Illinois Gas & Electric 
Company. (The Sacramento Municipal 
Utility District began to use the idea a 
little earlier.) After the supreme court of 
Iowa allowed depreciation as an operat 
ing expense based on present value rather 
than original cost, the company began 
charging an additional or “fair value” de- 
preciation expense item of $60,000 per 
month for those portions of its plant cov- 
ered by the decision. Thus in the 
1958 income account “cost” depreciation 
amounted to $3,374,554 while “fair val- 
ue” depreciation equaled $420,000 for 
seven months, or at the annual rate of 
$720,000. As the exact amount of rate 
base to which the special accrual was ap- 
plied was not indicated, the arithmetical 
relation of the new depreciation item to 
the old was not clarified. The principle 
of the new accounting was approved by 
the auditors, Arthur Andersen & Co., 
who stated : 


1903 1910 1920 1930 


Maintenance and Depreciation . 


Fixed Charges 
Net Income 


22% 17% 38% 11% 
9 9 ZZ ao). =21 
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HISTORICAL TRENDS 1903-1958, DETROIT EDISON 
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Although generally accepted account- 
ing principles presently provide that de- 
preciation shall be based upon the cost, 
it is our opinion that these principles 
should be changed with respect to de- 
preciation to recognize increased price 
levels. We approve of the practice 
adopted by the company, since it results, 
in our opinion, in a fairer statement of 
income for the year... 


— Wor tp (March 9th, pp. 99, 

102) points out that the government- 
owned Central Electricity Authority of 
Great Britain has been more realistic with 
respect to depreciation than U. S. utilities 
—its depreciation reserve is about 38 per 
cent of plant compared with 19 per cent 
in this country. Britain has made more 
adequate provision for obsolescence than 
we have—although the problem is equally 
serious here. Unfortunately, private util- 
ities must weigh the present need to sus- 
tain earnings and security values against 
preparation for future hard times; and the 
regulatory commissions share the blame, 
since they also want to sustain reported 
earnings. 

Book depreciation for all electric utili- 
ties averages about 2} per cent of the en- 
tire plant, although for some conservative 
companies the ratio may be as high as 3 
per cent. This may make adequate allow- 
ance for wear and tear, but does it provide 


amply for obsolescence based on our rapid 
technological progress? The gas compa- 
nies at the time they converted from man- 
ufactured to natural gas did not have 
adequate reserves, and most of them had 
to write off substantial plant items over 
a period of ten to fifteen years. However, 
they enjoyed substantial benefits earnings- 
wise from the conversion (since line ca- 
pacity almost doubled with the change- 
over to 1,000 Btu gas). 


—- utilities have thus far been 
very fortunate—they have benefited 
and not been hurt by technological 
changes. Now, however, the possibility 
seems not too farfetched that cheap local 
sources of electricity may be developed 
and that some industrial or other con- 
sumers might decide to bypass the central 
generating station. Westinghouse Electric 
recently developed for the Air Research 
and Development Command a new ther- 
moelectric generator with 100 watts pow- 
er (about ten times as much as had pre- 
viously been developed )—enough to light 
a large room or power a portable TV set. 
About the size of a medicine ball and 
weighing 40 pounds, it burns propane but 
can be adapted to other fuels. If progress 
in this direction continues, there might be 
some future threat to some types of utility 
service. Greater thought might be given 
to the need for higher depreciation charges 








CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


June 10, 
5 


*Twelve industrial and two utility issues (high-grade). 


1958-59 Range 1957 Range 
High Low High Low 


4.53% —3.58% 4.38% —3.70% 
459 —3.61 441 —3.73 
4.78 —3.85 4.70 —3.96 
5.12 —4.20 5.21 —421 


480 —4.26 486 —4.42 
4.98 —3.71 5.44 —4.73 
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to protect against any such obsolescence. 

Unfortunately, perhaps, for the student 
of utility finance and the investor in util- 
ity securities, depreciation has two faces 
—one for the stockholder and the public, 
and the other for the income tax collector 
—and there is little connection between the 


two. Depreciation as reported to the in- 
come tax bureau of the Treasury Depart- 
ment (based on statutory standards) has 
historically exceeded book depreciation, 
and only rarely has it coincided with the 
latter. There has always been a tempta- 
tion—obviously greater during the 1920 
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RECENT UTILITY BROCHURES BY WALL STREET FIRMS* 


Company Analyses Firm 
American Natural Gas Argus Research Corporation 
aerscan Pele Te CO. 22 icesccsccscscces es ne Ge C ee 
Uo ea Po Ee ae 1 Re 6 Oscar Gruss & Son 
American Tel, & Tel. Go. ..5...0000c00se0008 A. G. Becker & Co., Inc. 
Pisrerenale Ae ee BMS, oc ec cicseceencesen Pavia 5, Taree 6 G0. scccccececceses 
Pinto camattan WEL, NGOs. sos s00kis.ossescews Ambit, Baker a M50, INC. oss cas sccccs 
Arkansas Louisiana Gas Orvis Bros. RG ic chi eebaia sa ceGe aes 
Arkansas Louisiana Gas Argus Research Corporation 
Pordieets ANID LL, oa nc daca se cee 0aseee Dotty 4. Woes We MOO). ones sa cscs eccess 
Brooklyn Union Gas Blair & Co. Incorporated 
Brooklyn Union Gas Laird, Bissell & Meeds 
Brooklyn Union Gas Green, Ellis & Anderson 
SERS AOTMRES TOG. ooccccssscscsvecdsavs Walston & Co., Inc. 
Dene OOS: CCl ey Argus Research Corporation 
SOPSSEE BIMINN BOR © 5 5 55 d0 sios0.0 4 4 20'0s0s snes Argus Research Corporation 
El Paso Natural Gas Reynolds & Co 
Coe OL Co ee eer cy Argus Research Corporation 
Illinois Power Argus Research Corporation 
International Tel Tel, . .0.000000000s00008 Sutro & Co. 
International Tel, & Tel. ....60005000c000008 Merrill Lynch, Pierce, Fenner & Smith .. 
International Tel. & Tel. Orvis Bros. & Co. 
Lake Superior District Power The Milwaukee Company 
Northern Natural Gas Argus Research Corporation 
Northern States Power Co, ...........sc00. RIGUGC, SSIONE ENO, asin vce sccccsceces 
Orange & Rockland Utilities G. A. Saxton & Co., Inc. 
Pacific Gas & Electric PARNCSIOCIOME NOG: o5.suasscscs sch sceces 
Philadeiphia Electric Go, ....6..00000000006 Argus Research Corporation 
UL Gh ny pee gy ae, Ci. a ee ae Shearson, Hammill & Co. 
Public Service of Indiana Argus Research Corporation 
Public Service of Indiana Argus Research Corporation 
Rochester Tel. Corp. ................+.+-+~ Merrill Lynch, Pierce, Fenner & Smith . 
oy Loo Co 3 |" Seek aC Cig aS ee ee 
Southern Natural Gas Argus Research Corporation 
Texas Utilities Merrill Lynch, Pierce, Fenner & Smith . 
Western Union Merrill Lynch, Pierce, Fenner & Smith . 
Wisconsin Public Service Paine, Webber, Jackson & Curtis ...... 


Tabulations, General Studies, Etc. 
Effect of Accelerated Depreciation 
Accounting Policies on Earnings of 
Electric Utilities in the State of New York . Goodbody & Co. ......... ccc eee eeeeeees 3 
Electric Utility Common Stocks Dominick & Dominick 
Electric Utility Common Stocks 6 
Public Utilities Bulletin®* ...............0. Eastman Dillon, Union Securities & Co.. 10 
Telephone Industry DOAHIG Ts, BADSON RE GO; 2s0cs0 cts secs 4 
Tabulation of Electric and 
Gas Utility Stocks 12 
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*This list is published several times a year, the last previous one being in the March 12th issue, 
**Issued every two weeks, contains news stories on a number of utilities. 
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period of holding company promotion— 
to make depreciation as heavy as permissi- 
ble for tax purposes, thus decreasing tax- 
able earnings and reducing income taxes. 
At the same time book depreciation was 
kept low in order to increase the amount 
available to common stock. 


URING World War II, however, when 
excess profits taxes were being levied 
on utility earnings, the fact came to light 
that the heavy write-offs permitted by in- 
come tax regulations had reduced some 
net plant accounts on the Treasury books 
to relatively low figures. During the 
Korean War excess profits taxes were to 
be figured after allowing a 6 per cent re- 
turn on net plant; but this exemption 
turned out to be very low for some com- 
panies because net plant was low. Hence, 
to avoid levying dangerously large taxes, 
Congress hastily set up new methods for 
defining exempted income. 

While the income tax bureau has ap- 
parently always been rather liberal in set- 
ting up depreciation regulations, Congress 
itself in the postwar period has enacted 
rules specifically permitting depreciation 
in excess of straight line. In the 1940’s 
accelerated “amortization” (depreciation 
under another name) was adopted as a 
stimulus to building additional plant ca- 
pacity—since during the war excess capac- 
ity had fallen to a low figure, and Congress 
was concerned about defense difficulties 
in the event of a future war. Five-year 
depreciation was allowed on a straight- 
line basis, but only covering a portion of 
those new plants for which special “cer- 
tificates of necessity” could be obtained 
from the Office of Civil and Defense 
Mobilization. 

With average reserve capacity now 
somewhat above normal, the issuance of 
these certificates has been discontinued and 
in one or two years this form of deprecia- 


tion may expire, so far as utilities are 
concerned. 


M° recently the 1954 Tax Code was 
amended to permit “accelerated de- 
preciation,” which would apply to all new 
units of property constructed since Janu- 
ary 1, 1954, without the necessity of ob- 
taining certificates; it was permissive and 
not mandatory. Several methods of ac- 
celerating depreciation in the earlier years 
(thus temporarily reducing taxes) were 
defined, such as “‘sum of the years’ digits” 
and the “declining balance” method. This 
move on the part of Congress appeared 
due to a desire to stimulate construction 
and thereby improve business activity. 
While the intent of the law was presuma- 
bly to make interest-free loans to business 
(by deferring the collection of taxes to 
later years) the results have probably been 
more complicated than Congress had fore- 
seen. 

The difference between the two sets of 
rules for depreciation accruals—those used 
for regular book accounting, and those 
used for tax accounting—did not present 
any great difficulties up to 1954. The re- 
sulting reductions in taxes were generally 
ignored in published reports, except where 
they were quite substantial, in which case 
a special “charge in lieu of taxes” was 
sometimes employed to avoid a sudden 
and unexplained jump in net earnings. 
Savings resulting from five-year amortiza- 
tion have been almost universally “normal- 
ized” by inserting a deferred tax item in 
the published income account. However, 
with the advent of accelerated depreciation 
some companies decided not to normalize 
the tax savings (thus increasing reported 
net earnings) while the majority have thus 
far normalized. In some cases the state 
commissions have objected to normaliza- 
tion, in connection with rate proceedings, 
so that rates would not have to be raised 
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as much as requested. Thus the whole sub- 
ject is becoming very involved, as noted 
in this department from time to time. 


N° another possible complication in 
depreciation for tax purposes is be- 
ing discussed. In an article entitled “De- 
preciation Reform: Initial Write-off?”, 
in the magazine Steel for April 13th, the 
initial write-off of 20 per cent is discussed. 
This is already part of § 179 of the In- 
ternal Revenue Code of 1954, but since 
it has applied only to units of property of 
less than $10,000 value in the year of ac- 
quisition, it has escaped wide attention. 
While it was apparently a special “gim- 
mick” intended to aid small business, it is 
available to all companies—but of course 
with the $10,000 limit the benefit to a big 
corporation is negligible. Removal of the 
dollar limit would permit very heavy write- 
offs in the first year (26.4 per cent with 
the sum of the years’ digits, assuming 
twenty-five years of service; as high as 
46.7 per cent with six years’ life). 

The utility companies which serve nat- 


= 


ural gas, and which own part or all of 
the production properties necessary to ob- 
tain their gas supply, have special problems 
with respect to depletion—another facet 
of depreciation. Oil and gas are frequent- 
ly produced together. The 274 per cent 
depletion allowance on oil and natural gas 
(in income tax returns) has been retained 
in order to encourage exploration and 
drilling. However, there is now some regu- 
latory threat that these tax savings (here- 
tofore available to gas utility companies 
having their own production) may be 
passed on to the consumer in rate cases,. 
thus denying the benefits to the stock- 
holder. 


HUS it is obvious that depreciation 

has come to have widespread ramifi- 
cations in tax policies, accounting, con- 
struction, politics, regulation, and finance. 
The investor in utility securities must have 
at least a superficial knowledge of these 
complications in order to properly ap- 
praise utility earnings, dividends, and 
market values. 
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Aver. 

Sia Iner. 
; 6/10/59 Div Recent In Sh. Price- 
(Continued) Price dend Approx. Share % In- Earns. Earn. 
About Rate Yield Earns. crease 1953-58 Ratio 


Pla: Blee.. <ciscc0cssesese 2.24 *16.5 
Portland Gen. Elec, ....... 1.20 14.4 
Potomac Elec, Pr. ........ 157 
Pub. Serv. of Colo. ...... 18.8 
Pub, Serv: B&G, 22.450. 16.0 
Pub, Setv. Of 10d. «os. 15.0 
Pub, Serv; of N. #........ 14.4 
Pub. Serv. of N. M. ...... 17.9 
Paget Sound P. & L. ..... *16.3 
Rochester G. & E, ........ 16.9 
St Josepha 8. PB. ..sccese 16.7 
San Diego G. & E. ....... 16.3 
SA OY ae a a 19.8 
Sierra Pacific Pr. ........ 15.2 
So. Calif. Edison 16.1 
So. Carolina E. & G, ...... 17.3 
Southern Colo, Pr. ....... 12.4 
OOUEAETEY 450. sces500050004 
So. Indiana G, & E. ...... 
So. Nevada Power 
Southwestern E. S. ...... 
Southwestern P. S. ....... 
Tanta BACC, 2.5: Leseees 
Texas Utils. 

Toledo Edison 

Amcson 4s: Le P. 2... 
Union Elec. of Mo. ....... 
United Illum. 

Upper Peninsula Pr. ...... 
Utah Power & Light 
Virginia E. & P. 

Wash. Water Pr. ........ 
West Penn Elec. .......... 
West Penn Power 

Western Lt. & Tel. ....... 
Western Mass, Cos. ...... 
Wisc. Elec. Pr. (Cons.) ... 
Wisconsin P. & L. ....... 
Wisconsin: PD. ..ss2 05000 
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Foreign Companies 


Amer, & Foreign Power .. 
Brazilian Traction 


7% $1.72De 
: .64De 


6.7 8. 
4.0 9. 
colup Ce. ie deers F 3.5 1.95De 20. 
Calgary Power t 2.0 4.46De 1 Bi. 
Gatineau Power : 3.6 2.55De 16.5 
PACMAN SCE EF. 6uecussce 6.7 1.66De 9.0 
Quebec Power 4.1 2.34De 16.9 
24 


Shawinigan Water & Pr. .. 1.60De 20.0 


FP PrOrorrn 


*Deferred taxes resulting from liberalized depreciation are not normalized, If they had been normalized 
the price-earnings ratio would be higher. **On average shares. + Stock dividends (only) are paid on the “A” 
shares. x—Average increase in share earnings 1952-57. D—Decrease. NC—Not comparable. A—American 
Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. Ja—January; 
F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se—September; 
Oc—October; N—November; De—December, b—Also 5 per cent stock dividend May 1, 1959. c—Also 5 per 
cent stock dividend June 10, 1959. f—Also stock dividend of one-half per cent quarterly. g—Also 5 per 
cent stock dividend July 1, 1958. h—Also 2 per cent stock dividend November 20, 1958, included in the yield. 
i—Also 15 per cent stock dividend January 29, 1959. j—Also 3 per cent stock dividend (paid each year end) 
included in the yield. k—Also 5 per cent stock dividend payable February 20, 1959, m—Also 5 per cent stock 
dividend June 15, 1959. 
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What Others Think 


A Chronology of Utility Regulation 
1929-59 


HEN the first issue of PusBLic UTILI- 

TIES FORTNIGHTLY was published in 
1929, commission regulation had been 
quite generally established throughout the 
United States. Every state in the Union 
at that time, except Delaware, had some 
kind of regulatory commission, although 
several had only limited jurisdiction (such 
as in Iowa, Nebraska, Texas, and the 
Dakotas). 

The principles of regulation had been 
fairly well set, although considerably 
changed since that time. Following the 
1898 landmark decision in Smyth v. 
Ames, the U. S. Supreme Court took a 
stricter and stricter line on what amounted 
to constitutional “confiscation” in rate 
cases. In this line of decisions were: Will- 
cox v. Consolidated Gas Co. (1909) 212 
US 19; the Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. Serv- 
ice Commission case, PUR1923D 11; the 
Georgia R. & Power Co. v. Georgia R. 
Commission case, PUR1923D 1, which 
upheld “reproduction cost”; and McCar- 
dle v. Indianapolis Water Co. PUR1927A 
15, which has been called the “high water- 
mark” of the fair present value doctrine 
in federal decisions on state rate case ap- 
peals. Since 1929 we have had the follow- 
ing important cases, which have appeared 
in Pusiic Uritities FortTNIGHTLY, 
either in full text or by way of digest 


for later publication in P.U.R. volumes. 
(The preprinting of full text-of decisions 
in the Pusiic UTILities FoRTNIGHTLY 
was discontinued in 1955 in order to 
permit expanded digest coverage. ) 


1929 

B hew most famous decision of this year 

was the O’Fallon case, which blocked 
an attempt by the Interstate Commerce 
Commission to fix railroad rates based on 
spot valuation as of a given date. Present 
fair value, said the court, rather than past 
value at the present or an intermediate 
period, should be given recognition. In 
this year the Pennsylvania commission 
made the first attempt to regulate airplane 
carriers in Re Battlefield Airways, Inc. 
PUR1929A 476. 

Also in this year the New Jersey su- 
preme court, in Sixty-seven South Munn 
v. Public Utility Commissioners, PUR- 
1929E 616, upheld the refusal of a utility 
to sell electric current to apartment house 
owners for purposes of “submetering”’ or 
resale at retail to tenants. The Missouri 
supreme court, in Rogers Iron Works Co. 
v. Public Service Commission, PUR1929- 
E 293, upheld the refusal of a water utili- 
ty to serve a business competitor. In Peo- 
ple ex rel. Potter v. Michigan Bell Teleph. 
Co. PUR1929B 455, the Michigan su- 
preme court said that the old legal doc- 
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trine that the corporate entity may not be 
disregarded except in cases of fraud 
should be liberalized in the case of rela- 
tions between a separate utility and a hold- 
ing company controlling it. The court said 
that regulation requires complete liberty 
of action in examining such intercorpo- 
rate relations. 

In this year the Supreme Court in the 
Standard Oil case, PUR1929A 450, out- 
lawed a Tennessee statute attempting to 
regulate gasoline filling stations as public 
utilities. Finally, in this year an attempt 
was made in federal district court to re- 
quire the Massachusetts commission to 
fall in line with other state commissions in 
giving recognition to reproduction cost 
in fixing rates (Worcester Electric Light 
Co. v. Attwill, PUR1929B 1). The case 
was never appealed further, however, and 
Massachusetts, together with California, 
persisted for years in refusing to have 


anything to do with the reproduction cost 
theory. Today most of the commissions 
are in line with Massachusetts and Cali- 
fornia on this. 


1930 

HE Wisconsin commission was the 

first to take notice of the increasing 
agitation against indiscriminate merchan- 
dising of appliances by operating utility 
companies. The Wisconsin commission 
in Re Accounting for Merchandise and 
Appliance Sales, PUR1930E 204, laid 
down the requirement that such activity 
should be strictly segregated from operat- 
ing utility accounts. In United Railways 
& Electric Co. v. West, PUR1930A 225, 
the Supreme Court held that accrued de- 
preciation, as well as the rate base itself, 
must reflect consideration of present fair 
value as well as original cost. The Su- 
preme Court in Smith v. Illinois Bell 
Teleph. Co. PUR1931A 1, took its first 
step back in the direction of permitting 
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original cost rate base considerations to 
remain undisturbed. The principal issue, 
however, was the operating expense rela- 
tion of the Illinois Bell Company and its 
system affiliate. 


1931 

N Re Rates and Rate Structures of Cor- 

porations Supplying Electricity in New 
York city, PUR1931C 337, the New York 
Public Service Commission made one of 
the most comprehensive analyses of elec- 
tric rate theories presented in any regula- 
tory opinion. 

In the People v. Swena case, PUR- 
1931C 149, the Colorado supreme court 
ruled that the Colorado Public Utilities 
Commission had no authority to punish 
for contempt. 


1932 

HE Wisconsin commission, in Re 

Wisconsin Teleph. Co. PUR1932D 
173, made the first formal attempt 
to apply the old “value of service to con- 
sumers” standard in fixing rates. The 
case dragged along in the state courts sev- 
eral years and was finally overruled. A 
more successful attempt, locally at least, 
was made the same year by the Maine su- 
preme judicial court in Gay v. Damari- 
scotta-Newcastle Water Co. PUR1932E 
300. In Stephenson v. Binford, PUR- 
1933A 440, the Supreme Court upheld 
state regulation of both “contract” as well 
as common carriers by motor truck. 


1933 

j ke first real break by the Supreme 

Court from its previous rigid position 
requiring recognition of present fair value 
of utility rate making came in Los Angeles 
Gas & E. Corp. v. California R. Commis- 
sion, PUR1933C 229. The court said that 
it did not sit as a board of review to pass 
on methods of regulatory bodies in the 
absence of evidence that rates finally 
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fixed were actually confiscatory. This case 
foreshadowed the more sweeping deci- 
sion in the Hope Natural Gas case eleven 
years later. 

The antimerchandising agitation 
reached its climax in this year when the 
Kansas supreme court declared unconsti- 
tutional a statute prohibiting utilities from 
selling appliances (Capital Gas & E. 
Co. v. Boynton, PUR1933D 435). The 
U. S. Supreme Court refused to review. 
Only one other state, Oklahoma, had 
passed such legislation, although several 
had considered it. The more co-operative 
policies followed by utilities relating to in- 
dependent appliance dealers stifled the 
agitation. 

In Montana Pub. Service Commission 
v. Great Northern Utilities Co. PUR- 
1933C 225, the Supreme Court upheld a 
Montana commission order prohibiting 
the charging of competitive rates estab- 
lished by a utility engaged in a rate war 
which, the commission found, were so low 
as to be “unreasonable” and likely to im- 
pair the ability of the utility to continue 
service. 


1934 


bbe Supreme Court took another step 
in the direction of leaving regulatory 
rate-fixing methods in the hands of the 
regulatory commissions in Lindheimer v. 
Illinois Bell Teleph. Co. 3 PUR NS 337. 
The court found that where the telephone 
company was charging rates sufficient to 
keep its property and reserves in good 
shape while paying 8 per cent dividend 
on common stock, the claim of confisca- 
tory methods used by the commission in 
fixing such rates would not be sustained. 
In Nebbia v. State of New York, 2 
PUR NS 337, the Supreme Court began 
to liberalize its earlier doctrines restricting 
rate regulation to traditional public utility 
business. In this case a New York law 
fixing the price of milk was sustained. 


1935 


r West v. Chesapeake & P. Teleph. 
Co. 8 PUR NS 433, the Supreme 
Court in a split opinion probably 
paid its last respects to the earlier 
series of cases stemming from Smyth v. 
Ames, which places emphasis on present 
fair value in fixing utility rates. The ma- 
jority of the court held in the Chesapeake 
case that the Maryland commission could 
not take a short cut in fixing the telephone 
company’s rate base through the use of 
commodity price indices in bringing up to 
date an original cost valuation. The deci- 
sion did not, however, outlaw the use of 
indices in valuation work, but sitnply 
found fault with general commodity price 
indices being applied to such specialized 
property as utility plant. 

In Corporation Commission v. Cary, 
12 PUR NS 161, the so-called “Johnson 
Act,” which requires state commission rate 
cases to be appealed in state rather than 
federal courts, got its first judicial con- 
struction. The court found that the con- 
gressional limitation did not apply where 
a state law (in this case Oklahoma) did 
not provide exhaustive appellate relief in 
the state courts. 


1936 


hes Tennessee Valley Authority sur- 
vived its first judicial attack in a col- 
lateral proceeding brought by a security 
holder of the Alabama Power Company. 
The Supreme Court in Ashwander v. 
Tennessee Valley Authority, 297 US 288, 
did not, however, decide the merits of the 
constitutional issues raised except to say 
that the federal government may lawfully 
sell power incidentally generated at fed- 
eral projects. In Northwestern Bell 
Teleph. Co. v. Nebraska State Railway 
Commission, 13 PUR NS 467, the court 
upheld the use of a composite depreciation 
rate. 
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Also in 1936, the Supreme Court made 
an important distinction between account- 
ing regulation and rate regulation in 
American Teleph. & Teleg. Co. v. Federal 
Communications Commission, 16 PUR 
NS 225. It ruled that accounting regula- 
tions established by a regulatory body are 
entitled to a strong presumption of valid- 
ity and upheld an FCC requirement that 
differences between original cost and in- 
vestment in plant should be placed in an 
adjustment account for later disposition. 
Although it was not realized at the time, 
this decision paved the way for subsequent 
more sweeping orders of the Federal 
Power Commission in the field of account- 
ing regulation. 

In the Wisconsin State Rural Electrifi- 
cation Co-ordination Committee case, 17 
PUR NS 31, the Wisconsin commission 
required an electric utility in Wisconsin 
to furnish wholesale service to REA 
co-ops at reasonably low rates and under 
proper contract terms for such service. 
Other commissions have generally fol- 
lowed this precedent, making wholesale 
rates to co-ops generally quite attractive. 


1937 


n Alabama Power Co. v. McNinch, 21 
PUR NS 225, the U. S. court of ap- 
peals for the District of Columbia upheld 
FPC issuance and regulation of federal 
water-power licenses under the Federal 
Power Act, including accounting re- 
quirements (at original cost). 


1938 


n Alabama Power Co. v. Ickes, 21 PUR 

NS 289, the Supreme Court upheld the 
validity of federal loans and grants( un- 
der the Public Works Administration pro- 
gram) in aid of public power plant con- 
struction by cities, states, and other public 
bodies. The decision was based upon the 
technical disqualification of the privately 
owned power company to bring suit. In 
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Electric Bond & Share Co. v. Securities 
and Exchange Commission, 22 PUR NS 
465, the court set up the SEC in the busi- 
ness of regulating holding companies un- 
der the Public Utility Holding Company 
Act by requiring such companies to reg- 
ister under the act. It left for later deci- 
sion (scheduled for argument in the Octo- 
ber term of 1945) the issue as to the 
validity of the so-called “death sentence” 
or § 11. 

In Consolidated Edison Co. of New 
York v. National Labor Relations Board, 
26 PUR NS 161, the Supreme Court held 
that a New York city gas and electric 
utility could be engaged in interstate com- 
merce for purpose of labor regulation by 
a federal board while at the same time 
obviously engaged in only intrastate com- 
merce for purposes of utility regulation 
by the New York state commission. 


1939 


ie Driscoll v. Edison Light & P. 
Co. 28 PUR NS 65, the Supreme Court 
upheld “temporary” or so-called “emer- 
gency” rate regulation under a Pennsyl- 
vania statute, where expeditious tempo- 
rary rate orders are subject to subsequent 
adjustment after more deliberate regula- 
tory inquiry. In Rochester Telephone 
Corp. v. Federal Communications Com- 
mission, 28 PUR NS 78, the court ruled 
that corporate control of a utility operat- 
ing company need not depend on majority 
ownership of common stock. This impor- 
tant ruling set the stage for later decisions 
by the SEC and FPC holding that the 
relationship of parent and subsidiary could 
exist where stock control was very much 
less than majority ownership. In Tennes- 
see Electric Power Co. v. Tennessee Val- 
ley Authority, 27 PUR NS 1, the court 
once more refused to pass on the consti- 
tutionality of a federal agency being in the 
electric power business. By dismissing the 
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suits of private utility companies as being 
improper parties to raise such question, 
the court virtually closed the door on any 
constitutional test on the merits of this 
question. 


1940 


§ fe Supreme Court asserted the po- 
tential jurisdiction of the federal 
government over virtually every river 
and stream in the United States in Fed- 
eral Power Commission v. Appalachian 
Electric Co. 36 PUR NS 129, better 
known as the “New River case.”’ The issue 
raised here was whether the FPC under 
the licensing provisions of the Federal 
Power Act had authority to regulate a 
hydroelectric structure upon a river which 
was admittedly not navigable in fact. A 
majority of the court held that the test 
of navigability for purposes of establish- 
ing constitutional jurisdiction of the fed- 
eral government was not limited by navi- 
gability in fact, but by whether a stream, 
now nonnavigable, might in the future be 
made navigable through physical im- 
provements, or whether a structure upon 
a nonnavigable tributory “affects the 
navigability” of a navigable stream. 

Legal observers have pointed out that 
the implication of this decision, carried 
to its logical conclusion, would establish 
FPC jurisdiction over any stream or 
creek however small which crosses a state 
line, or connects with another body of 
water crossing a state line. 


194] 


HE Federal Power Commission, hav- 

ing been so successful in having its 
jurisdictional position regarding nou- 
navigable streams upheld in the New Riv- 
er case (noted above), began reaching 
out for more jurisdiction over electric 
power operations previously considered 
intrastate commerce subject to the exclu- 


sive control of state commissions. In this, 
the FPC was later equally successful in 
the Supreme Court, but it also succeeded 
in stirring up a rebellion among the state 
commissions which is still going on in the 
form of attempts by the National Associa- 
tion of Railroad and Utilities Commis- 
sioners to have the Federal Power Act 
amended to protect state commission 
jurisdiction from alleged federal en- 
croachment. 

Probably the most important case of 
this kind began in 1941 with the FPC 
decision in Re Hartford Electric Light 
Co. 37 PUR NS 193. The commission 
here held that electricity generated by a 
company in one state delivered to another 
company for transmission across the state 
line for resale is transmitted and sold in 
interstate commerce, notwithstanding the 
fact that title to the energy was claimed 
to change at the point of delivery within 
the state. 


1942 


_ most important decision of this 
year was regarded by legal analysts 
as being the “precursor” of the famous 
Hope case decided two years later. This 
was Federal Power Commission v. Nat- 
ural Gas Pipeline Co. 42 PUR NS 129. 
Here the majority of the court decided 
that the federal Constitution does not bind 
rate-making bodies to the service of any 
single formula or combination of formu- 
las. This was interpreted by four mem- 
bers of the court (Black, Douglas, Mur- 
phy, and Frankfurter) as meaning that 
Smyth v. Ames had been overruled in ef- 
fect. But the majority opinion by Chief 
Justice Stone simply upheld the FPC rate 
reduction order, in this case, on the nega- 
tive grounds that the company had been 
unable to show that the commission’s or- 
der produced an arbitrary result or that 
fair hearing had not been permitted. The 
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issue of Original Cost versus Reproduc- 
tion Cost was also clouded, in this case, by 
the fact that the FPC had actually ac- 
cepted the company’s estimate on repro- 
duction cost for purposes of its order. 


1943 


ie this year the Supreme Court upheld 
the jurisdictional ambition of the FPC 
over any power moving across state lines, 
even though under circumstances pre- 
viously regarded as intrastate commerce, 
subject to state commission jurisdiction. 
In Jersey Central Power & Light Co. v. 
Federal Power Commission, 48 PUR NS 
129, the court upheld the assertion of 
FPC jurisdiction over affairs of an elec- 
tric company which operated physically 
entirely within the staté of New Jersey, 
solely on the basis that it had a state line 
connection for the mutual] interchange of 
power on a “slop-over” basis with another 
electric company operating on the New 
York state side of the line. The same year 
the Supreme Court refused to review the 
decision of the U. S. circuit court of ap- 
peals in Hartford Electric Light Co. wv. 
Federal Power Commission, 46 PUR NS 
198, which the FPC began in 1941 (noted 
above under that year). 


1944 


B’ all odds the most important regula- 
tory decision of this year, or probably 
of this decade, was the Hope Natural Gas 
decision, 51 PUR NS 193. In this case 
the FPC, in ordering the rate reduction, 
had refused point blank to consider any 
evidence on present fair value other than 
original cost. While the court still declined 
to overrule Smyth v. Ames, in so many 
words, the Hope Natural Gas decision vir- 
tually sterilized the earlier (1898) prece- 
dent, by turning over complete rate-mak- 
ing authority to the regulatory commis- 
sions, subject only to judicial review, 
where the “end result” could be affirma- 
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tively shown to injure the company’s fi- 
nancial ability to continue service. This 
decision set the state and federal commis- 
sions up as virtual masters of regulation. 

Critics of the decision have called it a 
“Pontius Pilate” decision, in which the 
court abdicated judicial review of any fur- 
ther utility rate case except under almost 
prohibitive conditions. Admirers of the 
decision, on the other hand, called it the 
“Magna Charta” of utility regulation, 
freeing the regulatory commissions from 
judicial interference which had plagued 
them since Smyth v. Ames. One important 
point of this decision was impliedly modi- 
fying, if not overruling, the “over-the- 
dam principle” the court had laid down 
back in 1922 in the Galveston case (to the 
effect that neither past deficits nor past 
profits should have any bearing on the 
determination of a reasonable rate as of 
the date of regulatory inquiry). 

A special opinion by Justice Jackson, 
in which he suggested that natural gas 
regulation might also depend.on “end use” 
by the consumers, has given rise to im- 
portant discussion now going on in regu- 
latory circles on the subject of the rela- 
tionship between utility regulation, as 
such, and the conservation of wasting nat- 
ural resources. 

In the Washington Gas Light case, 52 
PUR NS 257, the majority of the Su- 
preme Court held that the Office of Price 
Administration, in the exercise of its war- 
time price control powers, had no author- 
ity to control rate case procedure or de- 
liberations by public utility regulatory 
commissions. 


1945 
Bron Hope Natural Gas decision 
brought forth some strange fruit in 
the form of an FPC rate order which 
proceeded to assume jurisdiction over 
natural gas-gathering and -producing fa- 
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cilities, notwithstanding express prohibi- 
tion in the Natural Gas Act. In the 
Canadian River Gas Company case, 58 
PUR NS 65, four dissenting justices 
(Stone, Frankfurter, Reed, and Roberts) 
are shown to be apparently uneasy over 
this liberty of action assumed by the FPC, 
based on its regulatory independence un- 
der the Hope case. 

A fifth member of the Supreme Court 
swung the balance in favor of affirm- 
ing the FPC but indicated his own will- 
ingness to reverse Hope Natural Gas 
if the other justices were disposed to do 
so, saying “This [Hope] case introduced 
into judicial review of administrative ac- 
tion the philosophy that the end justifies 
the means. I had been taught to regard 
that as a questionable philosophy, so I dis- 
sented and still adhere to the dissent.” 


1946 

gE U. S. Supreme Court in North 
American Co. v. Securities and Ex- 
change Commission, 62 PUR NS 257, up- 
held the constitutionality of the Holding 
Company Act, specifically § 11 (the so- 
called “death sentence”). Under this pro- 
vision a holding company may be required 
to divest itself of control of scattered op- 
erating subsidiaries. The court held that 
this did not violate the Fifth Amendment 
(Due Process) even though such holding 
company operations did not involve eco- 

nomic evils, 


1947 

HE Wisconsin commission in the so- 

called “Two Rivers case” (City of 
Two Rivers v. Commonwealth Teleph. 
Co.), 70 PUR NS 5, took the position 
that it was not required to make any rate 
base finding for purposes of rate making 
—that is. to specify the rationale of its 
computation. 


1948 

"ae Wisconsin supreme court, 73 

PUR NS 97, upheld a lower court 
ruling in the so-called “Two Rivers case” 
which reversed the state commission’s at- 
tempt to fix a telephone company’s rates 
without determining a definitely expressed 
rate base. 

The New York court of appeals up- 
held the right of the Rochester Gas 
& Electric Corporation, 73 PUR NS 
43, to obtain approval of the state com- 
mission for a security issue without con- 
ditions as to depreciation and accounting 
reforms which the commission could not 
require by direct order. 


1949 

HE U.S. Supreme Court in a Milwau- 

kee streetcar strike test case declared 
invalid a Wisconsin law banning utility 
strikes. This decision, which involved the 
Wisconsin Employment Relations Board, 
88 PUR NS 165, did not automatically 
invalidate all state laws which seek to pre- 
vent utility strikes. In fact, several are 
still on the statute books; and a Missouri 
state law of this kind is scheduled to be 
reviewed by the highest court in the fall 
of 1959. 

But the Wisconsin decision did put 
a damper on any new state legislation 
along this line and placed existing state 
laws under a cloud. The decision was 
based on the “paramount authority” of 
the federal government (under the Taft- 
Hartley Act) to deal with such contro- 
versies, thereby pre-empting the field as 
far as state legislation is concerned. 


1950 
HE most important federal court de- 
cision was the U. S. Supreme Court 
ruling in the East Ohio Gas Company 
case, 82 PUR NS 1, handed down Janu- 
ary 9th, with two justices dissenting. The 
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court held that the Federal Power Com- 
mission, under the Natural Gas Act, may 
regulate the accounts of a company op- 
erating distribution pipelines in intrastate 
commerce, where the supply comes from 
out of the state. The decision provoked 
critical reaction in Congress and among 
the state commissions. It was later modi- 
fied by the Hinshaw amendment to the 
Natural Gas Act. Another important case 
was a third U. S. circuit court of appeals 
decision upholding the FPC in virtually 
every phase of its rate-making power un- 
der both Part I (hydroelectric licenses) 
and Part II (interstate rate fixing) of the 
Federal Power Act. This was the so- 
called Safe Harbor Water Power Cor- 
poration case, 84 PUR NS 344. Further 


review was denied. 


1951 
| ipserae were two outstanding court de- 


cisions during this year. Most im- 
portant was the unanimous decision of 
the fourth U. S. circuit court of appeals 
(91 PUR NS 366) upholding a license 
granted by the Federal Power Commis- 
sion to a private utility company to de- 
velop a hydroelectric site on the Roanoke 
river in Virginia, notwithstanding the op- 
position of the Interior Department. The 
U. S. Supreme Court upheld the Michi- 
gan Public Service Commission in its 
order requiring the Panhandle Eastern 
Pipe Line Company to apply for a state 
certificate of convenience and necessity 
before selling direct to an industrial cus- 
tomer (Ford Motor Company) in an area 
(Detroit) already served by a regulated 
utility, 89 PUR NS 1. 


1952 


iene FPC made news and stirred up 
the most controversy in rate regula- 
tion. Climaxed in the Northern Natural 
Gas Company decision of June 11, 1952, 
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95 PUR NS 289, was the FPC ruling 
which apparently gave controlling weight 
to past cost of capital in fixing the rate of 
return. Several state commissions fol- 
lowed suit in telephone rate cases, The 
FPC cost-of-money theory was denounced 
in the gas industry as dooming pipeline 
companies to a ceiling on earnings which 
would forbid future expansion. It was 
credited in financial circles with the mar- 
ket break in natural gas securities in the 
late summer. FPC spokesmen denied that 
the Northern Natural Gas ruling was a 
threat or anything particularly new—but 
pressure for revision or modification of 
the cost-of-money theory as a controlling 
factor in rate of return continued to be 
a most lively topic in the field of rate 
regulation. 

Also, in the Northern Natural Gas 
case, FPC decided against recognizing 
state-fixed minimum prices for natural 
gas production as a measure of cost of 
service for a pipeline operating in inter- 
state commerce. 


1953 

| dey U. S. Supreme Court split (6 to 

3) in the Roanoke Rapids (Virginia) 
case, 345 US 153, 97 PUR NS 129, up- 
holding the authority of the Federal 
Power Commission to license private com- 
pany hydro developments notwithstand- 
ing conflicting plans of the Interior De- 
partment for direct federal construction. 
Highest state court decisions witnessed 
an increasing tendency to challenge strict 
adherence to original cost rate making. 
Three Bell system telephone rate cases in 
Illinois, Maine, and Maryland required 
recognition of current cost. The Illinois 
Commerce Commission decision in the 
Peoples Gas Light & Coke Company case, 
99 PUR NS 361, also required recogni- 
tion of inflationary developments in treat- 
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WHAT OTHERS THINK 


ing original investment from the stand- 
point of depreciation. 


1954 

HE gradual trend away from strict 

cost base rate making continued. The 
supreme courts of Delaware and North 
Carolina confirmed the establishment of 
current fair value in the rate bases of two 
telephone companies. The Maine supreme 
court rebuked the state commission for 
disregarding the present value factor in the 
Central Maine Power Company case, 7 
PUR3d 1. (Maine changed back to the 
cost base standard by statute in 1958.) 
The U. S. Supreme Court refused to re- 
view a decision of the eighth U. S. circuit 
court of appeals (CA 8th 1954) 6 PUR- 
3d 97, questioning the use of “cost of 
money” as the sole or controlling factor 
in fixing the return allowance for the 
Northern Natural Gas Company. The FPC 
itself during this year moved away from 
its former position on this point. 


1955 

| gered the most important rate case 

of the year 1955 was that of the New 
York appellate division decision (8 PUR- 
3d 229) requiring the state commission to 
consider current value in fixing rates for 
the New York Telephone Company. The 
only other state where a definite shift was 
made to current value was a lower court 
decision in Iowa, fixing gas rates in Fort 
Dodge (9 PUR3d 494). But in two states, 
Virginia and Florida, “year-end” rate 
bases were confirmed, in an effort to reduce 
regulatory lag in granting rate relief. In 
two other state cases recognition of pur- 
chase price—to the regulated utility—in 
valuing utility property for rate making, 
differing from actual original cost, was ap- 
proved by the highest state courts of Vir- 
ginia (Virginia Electric & Power Com- 


pany) and Wisconsin (Milwaukee Transit 
Company). 

As the year ended, a decision of the 
U. S. circuit court of appeals for the 
District of Columbia, already noted, 
setting aside FPC recognition of market 
price in City of Detroit v. Federal Power 
Commission (Panhandle Eastern Pipe 
Line Company), 11 PUR3d 113, 230 F2d 
810, in valuing gas production facilities, 
threatened to complicate an already ex- 
ceedingly troubled area of rate making. 


1956 

HE New York commission was di- 

rected by the highest state court (12 
PUR3d 399) to reopen hearings on the 
New York Telephone Company’s $68 mil- 
lion rate increase and to give weight to 
evidence on replacement costs—in tele- 
phone rate cases only—under a statute 
which the legislature has consistently re- 
fused to change. The Louisiana Public 
Service Commission (14 PUR3d 146) re- 
jected a Southern Bell Telephone & Tele- 
graph Company request for a rate increase 
of more than $6 million, calling instead 
for a rate reduction by nearly $4 million 
yearly. It was the first postwar ruling on 
any Bell rate case resulting in a rate de- 
crease. The Southern Bell Company took 
the case to the courts on appeal from the 
commission’s decision. 


1937 


|e pee two vetoes of previous attempt- 
ed legislation a revival of determina- 
tion to seek changes in the Natural Gas 
Act in Congress was the reaction of nat- 
ural gas pipeline and producing interests 
to the decision of the U. S. circuit court of 
appeals for the District of Columbia in 
the Memphis case (18 PUR3d 456). In 
this decision the court ruled that after 
nineteen years the FPC has wrongfully 
been construing that part, § 4(d), of the 
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act which authorizes the filing of increased 
rates. The court held that unless a pipe- 
line company, serving distributors under 
contract, has a fully negotiated consent 
agreement with all of its customers to a 
rate increase it may not file under § 4(d), 
but must proceed under the slower and 
more uncertain method of obtaining a com- 
plete FPC review of a proposed rate in- 
crease under § 5. Meanwhile, the pipeline 
is deprived of the relief of obtaining an 
effective rate increase under bond after 
five months of a suspended increase. 


1958 

~ respect to rate cases, the year 

1958 was marked by considerable ac- 
tivity. Two more states—Alabama and 
Missouri—shifted from strict original cost 
rate base practice to recognition of repro- 
duction costs on a partial basis. In both 
instances the switch over was the result of 
decisions by the Alabama and Missouri su- 
preme courts, respectively. The state com- 
missions had sought to follow previous 
original cost rate base practice. The Mis- 
souri case involved a water company; the 
Alabama case involved Southern Bell Tele- 
phone & Telegraph Company. The num- 
ber of rate cases at both the state commis- 
sion and appellate court levels was unusual- 
ly high. 


1959 


, in fifth U. S. circuit court of appeals, 
in a decision last February involving 
the Forest Oil Corporation (opinion by 
Judge Tuttle) apparently ignored a pre- 
vious ruling by the U. S. circuit court of 
appeals for the District of Columbia (City 
of Detroit v. Federal Power Commission, 
11 PUR3d 113) to the effect that the com- 


mission must at least consider a gas com- 
pany’s rate base as a “point of departure” 
before using any other formula of rate 
making. 

The court sustained an appeal by 
Forest Oil from a commission order (3 to 
2) which denied the producer the ad- 
vantage of a contract field price for Louisi- 
ana Gulf coast gas at 16 cents per thousand 
cubic feet. This meant that the producer 
would have to take a price of less than 8.8 
cents. 

The FPC majority opinion (follow- 
ing the earlier court ruling) said that it 
was “essential” that the conventional 
method of rate making be used at least as 
a “point of departure.” The fifth U. S. cir- 
cuit court of appeals has turned the case 
back to the FPC for another look. 

Since June, 1954, there had been no reg- 
ulatory ruling that fixed industry-wide 
guide lines for setting reasonable gas pro- 
ducer rates. That was when the U. S. 
Supreme Court decided the Phillips case 
which resulted in all independent gas pro- 
ducer rates being placed under FPC regu- 
lation. 

Last April a new rate-making for- 
mula—based on cost of service—has been 
advanced by FPC Examiner Joseph 
Zwerdling as a result of his findings in the 
FPC retrial of the same Phillips Petro- 
leum rate case. Under this plan Zwerdling 
would allow Phillips to increase its rates 
by $14 million annually. This is $35 mil- 
lion less that the company claimed was 
justified by rising production costs. Hence 
officials of Phillips took the position that 
the examiner’s ruling fell “far short” of 
what they think is necessary to provide 
adequate incentive to explore for “‘needed 
gas supplies.” 
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The March of 
Events 


National Fuel Policy Urged 


A PRACTICAL and equitable energy 

policy for the best use of the na- 
tion’s fuels should be formulated, William 
R. Connole, vice chairman of the Federal 
Power Commission, told the forty-second 
convention of the National Coal Associa- 
tion last month. 

He urged the creation of an energy 
study board composed of men wiih broad 
backgrounds in the various energy fields 
and with demonstrated judicial tempera- 
ment and proved devotion to the general 
welfare of the whole country rather than 
just one segment of it. 

He said the board should study all 
forms of energy—not just one or two. 
The study should be objective, Connole 
declared, and use the facilities of industry 
and independent research groups as well 
as government, and should employ public 
hearings and task force studies. An in- 
dependent judgment of the affected views 
could be addressed to the Congress and 
be used as background for confirmation of, 
or changes in, existing statutes, principles 
of taxation, governmental policies, both 
national and local, antitrust policies, regu- 
latory commission policies, and every 
other aspect of the public economy in- 
volved in the business of energy use, the 
FPC commissioner pointed out. 


a 


Direct Electricity Device 


"rane E.ectric CoMPANY scientists 
have created a “gaseous fuel cell” in 
which the chemical reaction of hydrogen 
and oxygen generate low-voltage electric 
current. The device is compact and light- 
weight and has possibilities of generat- 
ing electricity more efficiently than by 
conventional methods. 

Since the fuel cell produces low-voltage 
direct current, however, it will most 
likely be used for special applications 
rather than to produce large quantities of 
power. Military and space vehicles might 
make use of it because of its simplicity, 
reliability, and portability. The “gaseous 
fuel cell” is a hollow plastic disc about 
a half-inch thick and three inches in 
diameter. Hydrogen is fed into one of 
two interior chambers, oxygen into the 
other. After a chemical breakup—which 
produces the electric current—hydrogen 
and oxygen combine to form water. 


Nuclear Power Project 
Contracts Signed 
Eb president of Carolinas Virginia 
Nuclear Power Associates, Inc,, last 
month signed three additional contracts 
essential to the completion of the first nu- 
clear power project in the Southeast. 
Erwin H. Will, chairman of the exec- 
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utive committee of the Virginia Electric 
& Power Company and head of the four- 
company group, told CVNPA directors, 
meeting in Raleigh recently, that the three 
new contracts are: (1) research and de- 
velopment of the nuclear power plant by 
Westinghouse Electric Corporation; (2) 


lease of the camp site at Parr Shoals, 
South Carolina, from South Carolina 
Electric & Gas Company; (3) steam pur- 
chase agreement, South Carolina Electric 
& Gas Company, which will use the nu- 
clear-produced steam to generate elec- 
tricity. 


California 


Commission Bills Reported 


HE California senate has received a 

favorable report from its finance 
committee on a bill which would establish 
an independent chief administrator of the 
public utilities commission. He would be 
appointed by the governor and would be 
reponsible for the investigational and pro- 
cedural functions of the commission. 

The measure was the result of an 
interim committee investigation of the 
decision-making processes of the commis- 
sion. Senator Dolwig of San Mateo 
county said: 

We found in two important respects 
the procedures of the commission have 
fallen short of the best features of con- 
temporary administrative procedures. 


District of 


Monorail System Suggested 


O Roy CHALK, president of the D. C. 
¢ Transit System, Inc., in Washington, 
D. C., has proposed a 116-mile monorail 
system as a cure for the national capital 
city’s transportation woes. 

He told a Senate District subcommittee 
that as a result of engineering improve- 
ments, a monorail system could be oper- 
ated at speeds of 60 miles an hour. The 
cost would be only half as much as a $500 
million bus and electric train system 
which is soon to be presented by transpor- 
tation planners for the area. 
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The civil service staff in many in- 
stances usurped many of the decision- 
making functions constitutionally dele- 
gated to the commissioners. Although 
95 per cent of the commission cases 
are heard by examiners alone, the ex- 
aminer’s recommendations are almost 
never made public. 


A commission member, Everett C. 
McKeage, opposed the bill and contended 
its provisions were unconstitutional. 

A bill to raise the pay of members of 
the state public utilities commission from 
$19,000 to $21,500 a year was favorably 
reported to the state assembly last month 
by its public utilities and corporations 
committee after earlier passage by the 
state senate. 


Columbia 


The monorail system would be the so- 
lution to the mass transit tangle of the 
nation’s capital, Chalk asserted, and prom- 
ised that the D. C. Transit System, Inc., 
would build it should the idea be ap- 
proved. 


Relocation Costs Refused 


HE Washington Gas Light Company 

in Washington, D. C., has been re- 
fused compensation for the cost of re- 
locating gas mains in an urban renewal 
area of the city. 
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District commissioners rejected the re- 
quest after consulting with the Federal 
Housing and Home Finance Agency, 
which approves local urban renewal proj- 
ects. 

FHFA said it does not allow reim- 
bursement to private utilities to be in- 
cluded in the cost of urban renewal 


projects, unless such payments are re- 
quired by local law. 

Washington Gas Light president, Don- 
ald Bittinger, said the amount spent by 
his company would run into six figures 
and that the cost eventually would have 
to be passed on to customers as a com- 
pany operating expense. 


Florida 


Florida Gets Natural Gas 


HE last major population area in the 

United States to receive natural gas 
service is the state of Florida where a 
1,447-mile pipeline has recently been 
completed. The line originates in south- 
east Texas and has a capacity of 282 mil- 
lion cubic feet of gas a day. 


It is expected that the pipeline will be 
in full operation by the end of July. It will 
be operated by two subsidiaries of the 
Houston Corporation, Coastal Transmis- 
sion Corporation and Houston Texas Gas 
& Oil Corporation. 

The estimated cost of the new pipeline 
system is about $164 million. 


Illinois 


Ask for Gas Sale OK 


;. eas 64,000 homes on Northern IIli- 
nois Gas Company’s residential wait- 
ing list will be allowed to heat with gas 


upon completion of Midwestern Gas 
Transmission Company’s 360-mile pipe- 
line from Tennessee. 

The Northern Illinois Company has 
also been asking the Illinois Commerce 
Commission for approval to make natural 
gas available in 1959 on a limited basis 
for heating multiunit dwellings, schools, 
churches, municipal buildings, plus com- 
mercial and industrial establishments. 
This will be the first time in thirteen 
years, if approved, that the company has 
been able to furnish natural gas for heat- 
ing these types of customers since a re- 
striction order went into effect. When 
present and proposed permits are acted 
upon, company president Marvin Chand- 
ler stated, about 390,000 homes in North- 
ern Iflinois’ 20-county service territory 
(about 60 per cent of all residential 
customers) will have natural gas heat. 


91 


The company is already negotiating 
with suppliers for 50 to 100 million cubic 
feet additional gas for the 1960-61 winter. 


Chicago Area Gas Refunds 


— Peoples Gas Light & Coke Com- 
pany of Chicago is refunding ap- 
proximately $4.5 million to Chicago users 
of natural gas in the form of credits on 
bimonthly gas bills. 

Typical refunds by the company will 
be $1.90 to customers who use gas for 
cooking; $2.80 to those using gas for 
cooking, automatic water heating, and re- 
frigeration; $6.80 to space-heating cus- 
tomers who also use gas for other pur- 
poses; and $4 to small commercial and 
industrial users. 

The amount to be refunded resulted 
from a reduction in rates by a pipeline com- 
pany supplier of the Peoples Gas system. 

It is expected that the refunding proc- 
ess will consume about sixty days. The 
$4.5 million amount that Peoples Gas 
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will return to its customers represents the 


company’s portion of about $10.6 million 
which Natural Gas Pipeline Company of 


America, a subsidiary, received from one 
of its suppliers, Colorado Interstate Gas 
Company. 


Indiana 


More Gas Home Heating 


M than 25,000 residents of north- 
ern Indiana are destined to receive 
gas next winter for home heating fol- 
lowing approval by the public service 
commission of a petition by the North- 
ern Indiana Public Service Company. The 
commission authorized the issuance of 
heating permits to 45,000 new home- 
heating customers over the next three 
years. 

The petition was made possible by 
Northern Indiana’s ability to obtain an 
additional supply of gas from the Mid- 


western Gas Transmission Company of 
Houston, Texas. For the first year, the 
Indiana utility will receive about 115 
million cubic feet of gas a day additional, 
145 million cubic feet a day the second 
year, and 200 million cubic feet a day 
the third year, and continuing at that rate 
thereafter. The utility has a 20-year con- 
tract with Midwestern. 

With the addition of 25,000 home- 
heating customers, Northern Indiana 
Public Service Company will be serving 
about 100,000 home-heating customers by 
the end of 1959. 


Kentucky 


Gas Rate Hike Asked 


— Gas TRANSMISSION CORPORA- 
TION of Owensboro, Kentucky, has 
filed a proposed $6,986,000 annual whole- 
sale natural gas rate increase with the Fed- 
eral Power Commission and has asked 
that it replace one recently filed by the 
company for $5,423,000. 

Texas Gas explained that the substitu- 
tion of the higher rate application was 
necessary to cover an increase proposed 
by one of its suppliers, Texas Eastern 
Transmission Corporation, of Shreve- 


port, Louisiana, which would result in a 
$2.1 million annual increase in fuel costs. 

In addition to higher gas costs, the 
company contended that its earning ex- 
perience since the last rate increase, 
when it was allowed 6 per cent return, 
indicated that 64 per cent was the amount 
it needed to realize a reasonable profit. 

Louisville Gas & Electric Company, 
which buys gas from Texas Gas Trans- 
mission Corporation, is expected to in- 
tervene in the case and protest the higher 
rates. 


Louisiana 


Gas-gathering Tax Ruled 
Unconstitutional 


A DISTRICT court in Louisiana has 
ruled that the state’s 2 per cent gas- 
gathering tax—now under suspension by 
legislative order—is unconstitutional. The 
ruling came as a result of suits against 


Louisiana’s revenue collector, Robert 
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Roland, by Southern Natural Gas Com- 
pany, Bel Oil Corporation, Calcasieu 
Paper Company, Inc., and Humble Oil & 
Refining Company, affiliate of Standard 
Oil Company (New Jersey). 

The two cents a thousand cubic feet gas- 
gathering tax was declared unconstitu- 
tional by Judge Lindsey, who said the law 
was invalid because it violated a section 
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of the state Constitution providing “no 
further or additional tax or license shall 
be levied or imposed upon oil, gas, or 
sulphur leases other than authorized sev- 
erance taxes.” 

The state will file an appeal to the 
Louisiana supreme court in the case, ac- 
cording to revenue Collector Roland. 


The state legislature, in a special 1958 
fall session, suspended the gas-gathering 
tax and substituted for it an additional 
two-cent gas severance tax. This was 
done because it feared the former tax 
would be ruled unconstitutional and it did 
not want to lose the revenue produced by 
the tax. 


Michigan 


Rate Boost Granted 


HE public service commission has 

granted an increase in rates which 
will provide the Consumers Power Com- 
pany with $6,788,495 more annual rev- 
enue. 

However, federal taxes will reduce 
this gross amount by $3,530,000, accord- 
ing to the company’s president, Dan E. 
Karn. 


New 


Commission Fees Raised 


HE New Jersey Board of Public Util- 

ity Commissioners has announced a 
new schedule of fees for its services which 
it expects will net the commission $350,- 
000 to $500,000 a year. The old schedule 
of fees brought in only $75,000 a year. 
Under the new setup, according to 
Commissioner Ralph L. Fusco, the state 


The average monthly residential bill 
will increase from $8.45 to $9.04 a month. 
The company’s 749,999 residential and 
farm electric customers, each using an 
average 350 kilowatt-hours a month, will 
pay $5,036,554 of the increase, while 
89,867 commercial and small industrial 
customers will pay $1,018,027, and 523 
large industrial customers will pay $717,- 
736. 


Jersey 


could derive as much as $13,245 for a 
commission audit of a company’s annual 
report. Previous fees ranged from $10 to 
$25 for such work. Rate increase applica- 
tions formerly cost $10 to $500. Under 
the new schedule, charges ranged from 
$25 to $15,421. 

A bill was recently signed by Governor 
Robert B. Meyner which put the new rate 
schedule into effect. 


New York 


Consolidated Edison Gets 
Rate Boost 


A FLAT increase of 25 cents for its ini- 
tial monthly charge for electric serv- 
ice has been granted to Consolidated Edi- 
son Company of New York by the state 
public service commission. The new base 
charge is $1.25 instead of $1. The au- 
thorization means that Consolidated Edi- 
son can raise its electricity rates for nearly 


all of its 2,788,000 customers in New 
York and Westchester county. 
Coincidentally with the rate boost OK, 
the commission ordered a system-wide in- 
vestigation of the company’s rates. The 
last such investigation of the company’s 
electric rates, concluded in 1952, resulted 
in a general 10 per cent reduction, and 
a saving of some $21 million for Consoli- 
dated Edison’s customers. The present 
25-cent-a-month increase allowed the 
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company, according to the commission, 
will yield $8.4 million more a year in 
revenue, but Consolidated Edison will net 
only $3,891,000 after taxes. 

In voting the increase, the commission 
split 3 to 2, because some commissioners 
felt the rate boost should be deferred 
pending the outcome of the rate investiga- 
tion. Those in favor of an immediate 
minimum increase believed the company 
had demonstrated its need for additional 
revenue. 


State Transit Study Ordered 


A BROAD study of New York’s future 
transportation needs and how to 
meet them is the task assigned to the 
state’s new transportation chief, Lewis 


K. Sillcox of Watertown, by Governor 
Rockefeller. 

The governor said he believed the 
broad outlines of such a statewide trans- 
portation survey could be completed this 
year, so that recommendations could be 
made to the 1960 legislature. The survey 
is to be similar to those studies ordered 
in state business and government, state 
assistance to localities, power resources, 
and education. 

The state Office of Transportation’s 
chief is a veteran railroad man and has 
been first vice president of the New York 
Air Brake Company, a railroad supplier. 
He also has lectured regularly on trans- 
portation at many universities, including 
Harvard and Yale. Mr. Sillcox is seventy- 
three years old. 


North Carolina 


Court Orders Power Rate 
Reduction 


) ipo North Carolina supreme court has, 
in effect, directed the Carolina Power 
& Light Company to reduce rates by 
nearly $1 million annually to some 38 in- 
dustrial customers. 

The court ordered the state utilities 
commission to put into effect a July 31, 
1958, order amending the so-called ‘coal 
clause” which serves as the basis for de- 
termining industrial electric power rates. 
The commission’s order set the computing 


figure for electric rates at $7 per short 
ton of coal instead of $6, which was the 
basis when the rate hike was granted the 
power company in 1948. 

The rates were appealed in 1958 by the 
industrial firms, largely textile plants, 
banded into the Carolinas Committee for 
Industrial Power Rates and Area Devel- 
opment, Inc. The group charged that Car- 
olina Power’s industrial rates were “un- 
just and discriminatory” and were ham- 
pering industrial development. 

The commission reduced the rates and 
the high court has affirmed its action. 


Oregon 


Cougar Dam Award 


$24 MILLION contract has been 

awarded to construct Cougar dam, 
near Eugene, Oregon, for the U. S. Army 
Corps of Engineers. The dam will be a 
rock-fill type embankment 1,500 feet long 
with a height of 445 feet. It will form a 
reservoir that will provide 155,000 acre- 
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feet of storage for flood-control and mul- 
tiple-purpose use. Its powerhouse will 
have two generating units with a total in- 
stalled capacity of 25,000 kilowatts. 

The Cougar dam will operate as a unit 
of the co-ordinated flood-control reservoir 
system planned for the Willamette river 
basin. 
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THE MARCH OF EVENTS 


Pennsylvania 


PUC Joins Gas Probe 


HE public utility commission of 

Pennsylvania, because of concern 
over a continuing rise in gas rates, has 
stated it will intervene and participate in 
the anticipated investigation of the pro- 
priety of increases proposed by two pipe- 
line suppliers in wholesale prices charged 
to 15 state utilities. 

The commission’s action stemmed 
from an official notice from the Federal 
Power Commission that Transcontinental 
Gas Pipe Line Corporation had proposed 
a hike of $1,710,000 to four distributing 
companies and that Texas Eastern Trans- 


mission Corporation seeks an increase of 
$4,306,000 to 13 organizations, two of 
which are also slated to assume the Trans- 
continental rate increase. 

The commission is concerned because 
if these new wholesale gas rates are au- 
thorized by the FPC, it will mean similar 
increases will be asked for by the gas- 
distributing utilities in the state, with a 
consequent added cost to consumers. 

Of the newly proposed increases, the 
largest is to Manufacturers Light & Heat 
Company of Pittsburgh, with an amount 
of $1,570,636 asked for by Texas 
Eastern. 


Rhode Island 


Denied Rate Increase 


f Fx Newport Electric Company has 
been denied a general rate increase by 
the department of business regulation. 
However, it was allowed to base its future 
rates on a fuel escalator clause. This 
means that household bills will be variable 
to reflect the cost of oil used by the com- 
pany to generate electricity. Bills will be 


higher if oil prices go up and will fall if 
the price of oil drops. 

The Newport Electric Company filed 
two petitions in 1957. One called for a 
general rate hike and the other called for 
a tie-in fuel clause. A decision in the case 
was delayed in order to give public utility 
officials a chance to study the effects of 
the fuel clause. 


Texas 


Full Hearing Demanded 


A CUT in revenue voted by Houston’s 
city council, which reduces the reve- 
nues of Houston Lighting & Power Com- 
pany, has precipitated a need for a full 
rate hearing. The interim rate voted, with- 
out demand charges, would pare estimated 
company revenue by $150,000 a year. 

Vice President Frank Austin said 
his company will ask for what Houston 
Lighting & Power actually needs in the 
way of revenue when the hearing is held. 

The rate schedule approved by the city 
council would increase the average light 
bill by 12 cents a month. The company- 


proposed rate would have increased the 
average bill 18 cents a month to offset a 
$771,000 yearly loss from elimination of 
demand meter charges. 

Whether the company will seek a tem- 
porary injunction to prevent the city from 
enforcing its new rate is a matter of con- 
jecture, since Vice President Austin would 
not comment on this aspect. 


Will Seek Rate Increase 


ane Gas CorporATION has applied 
for a rate increase. How much it has 
asked for has not yet been reported, but 
it is thought likely it requested the same 


JULY 2, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


amount—about 75 cents on the average 
monthly bill—as Houston Natural Gas 
Corporation was granted recently. 

The mayor of Houston said he believed 


the rates should be the same, but indicated 
he would look at United’s earnings first 
to determine if any increase at all should 
be granted. 


Vermont 


Power Interruption Problem 


ECAUSE of recurring interruptions of 
power to Vermont from the St. Law- 
rence power project, power officials have 
agreed to temporarily reduce transmission 
loads to preclude further trouble. 


The various power groups that are fed 
by the St. Lawrence project will have 
their loads cut until the New York State 
Power Authority completes an engineer- 
ing study of the relay system that con- 


nects the various systems with the St. 
Lawrence power source. 

A spokesman for the Vermont Public 
Service Commission expressed the opin- 
ion that the timing was off in some part 
of the relay system. He said a reduction 
of the transmission load should prevent 
interruptions until the timing is checked 
and adjusted. Power to Vermont had 
been interrupted on several occasions for 
as long as ten minutes on two successive 
days in the Burlington area. 


Washington 


Surplus Power to Sell 
eee Washington state director of con- 
servation, Earl Coe, said the Pacific 
Northwest will have surplus power to sell 
to California for the next ten years, but 
most of it will be available during the 
summer months. 

At a meeting of power experts from 
California, Oregon, and Washington, the 
feasibility of constructing a power line 
connecting the power grid of the Pacific 
Northwest with that in California was 
discussed. It was pointed out that the 
line would permit shifting of surplus 
power from one area to another as the 
demand changed. 

While it was shown how much power 
might be expected and when, no one was 
able to answer what the market was for 
the sale of surplus power in California, 
nor what size of high-voltage interconnect- 
ing line would be most economical for 
transmitting the electrical energy. The 
meeting was held at Olympia, Washing- 
ton, in Governor Rosellini’s office with 
the purpose of preparing the governors 
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of the Northwest states for the time when 
they are consulted in connection with the 
possibility of an intertie line with the Bon- 
neville Power Administration and Cali- 
fornia. Such a line is now under study hy 
the U. S. Senate Committee on Interior 
and Insular Affairs. It is supposed to re- 
port back to Congress by July 15th re- 
garding the desirability and feasibility of 
the BPA-California intertie power line. 


Rate Boost Asked 


ype Washington Water Power Com- 
pany has asked for a 10 per cent rate 
increase, its second in its 70-year history. 
The last rate boost asked for and obtained 
was in 1953. Kinsey M. Robinson, presi- 
dent of the company, blamed inflation for 
the need for more revenue. 

Robinson pointed out that even with the 
increase WWF rates would still be among 
the lowest in the nation—less than half 
the national average. 

The new rates will bring in an estimated 
$3 million additional in revenue with a 
net of $1.3 million after taxes. 
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Trends and Topics 


Commission Power over Contracts Is Limited 


peepee frequently examine service contracts and exercise their regu- 
latory functions with due consideration of contractual provisions. They 
cannot, however, compel a party to execute such a contract or modify it. This 
does not mean that they cannot require the performance of services in a 
different manner, or at different rates, than prescribed by contract. They do 
not change the contract but their orders may supersede contractual pro- 
visions. 


Distinction between Judicial and Regulatory Powers 


Proceedings for reformation, rescission, or specific enforcement of con- 
tracts are subject to judicial rather than commission jurisdiction. A commis- 
sion is not a court and has neither the power to construe contracts nor to 
enforce them. This statement by a Kansas court, in a case involving the re- 
fund of a customer’s contract payments (19 PUR3d 491), states the general 
rule applied by courts and commissions. The New York commission, in a 
case involving a railroad freight yard and passenger station area, said it is 
not the function of the commission to renegotiate a contract (16 PUR3d 92). 

The New Jersey commission disclaimed jurisdiction to enforce a service 
extension contract on the ground that only the courts have such power (19 
PUR3d 151). The Wyoming commission disclaimed jurisdiction to deter- 
mine the legal rights and duties arising from an alleged promise to supply 
water beyond the limits of a municipal plant’s operations (3 PUR3d 157). 
The North Dakota supreme court stated that the commission lacks jurisdic- 
tion to interpret or enforce the terms of a contract (17 PUR3d 27). The 
court said that so far as a co-operative and an electric company sought the 
construction, interpretation, and enforcement of an agreement defining their 
territories, the commission was without jurisdiction and had properly dis- 
missed a complaint alleging unlawful extensions of service. 


California Decision on Contract 
The limitation on commission powers where a contract may be in existence 
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is applied in the recent decision by the California supreme court annulling a 
commission order which modified a contract between a water company and 
a land subdivider. The contract provided for an extension of water mains 
and services into unimproved land outside the dedicated service area. The 
court ruled on various questions relating to dedication to service, but the rul- 
ing on commission jurisdiction over the contract is the one pertinent to the 
subject of this discussion. 

The court recognized that the commission might regulate the terms on 
which extensions should be made and it might adopt extension rules. But this 
did not permit the commission to compel an extension into nondedicated ter- 
ritory on terms other than those agreed to by the utility. Moreover, the 
commission could not accomplish that result by “itself proposing the terms on 
which the utility will contract to enter a new territory, order the utility to 
enter into such a contract, and then compel it to specifically perform that 
contract.” (27 PUR3d 423.) 





Review of Current Cases 


Discrimination Found to Result from Conjunctional 
Billing and Intercommunicating Buildings Riders 


HE New York commission, after an 

extensive investigation of proposals 
by Consolidated Edison Company to can- 
cel conjunctional billing and intercom- 
municating buildings riders contained in 
rate schedules for electric, gas, and steam 
service, concluded that undue discrimina- 
tion resulted in favor of customers taking 
advantage of these riders. The commis- 
sion recognized, however, that elimina- 
tion of these advantages made it neces- 
sary to proceed with due consideration of 
what is fair and equitable to customers 
who would be faced with large increases 
in charges. 


Description of Riders 


The conjunctional billing and inter- 
communicating buildings riders provide, 
in substance, that where buildings or parts 
of buildings under common ownership or 
leasehold meet specified requirements as 
to proximity, use, or physical connection, 
the quantities of electricity, gas, or steam 
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supplied to the customer at such buildings 
or parts thereof may, as to each type of 
service, be combined for billing purposes. 
Registrations of all meters which sepa- 
rately measure the service supplied to the 
buildings or parts thereof through sepa- 
rate service connections and meters are 
added together and the customer is billed 
as if the total service were supplied 
through one service and one meter. 
Since the company’s service classifica- 
tion rates are so-called “block” or “step- 
down” rates, under which the charge per 
unit of consumption decreases with an in- 
crease in consumption, the effect of bill- 
ing under either rider is, with rare ex- 
ceptions, to make the total bill for serv- 
ices through two or more meters less 
than the total bill would be for the same 
usage if each meter registration were 
billed separately at the applicable rates. 
The provisions of the riders do not re- 
strict the amount of service which may 
be combined and the number and type of 
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buildings which may be included in a 
rider account, provided the proximity 
and leasehold requirements are met. For 
example, the largest number of various 
types of buildings included in single rider 
accounts is 163 residential buildings of a 
privately operated housing development, 
approximately 100 residential and com- 
mercial buildings, and about 40 commer- 
cial or industrial buildings. The largest 
commercial or industrial rider account 
used 3,485,000 kilowatt-hours of electric- 
ity in October, 1956, while two private 
housing rider accounts each used approxi- 
mately 3 million kilowatt-hours in the 
same month. 


Reasons for Adoption and Continuation 
Of Rider Billing 
Availability and applicability of these 
riders in different parts of the company’s 
territory had resulted from the fact that 
predecessor companies in various areas 


had followed different practices. There 
was testimony that the practice of com- 
bining, for billing purposes, the registra- 
tion of meters through which electric 
service was supplied to buildings or parts 
thereof, under common ownership or 
leasehold, was adopted in varying forms 
by one or more of Con Ed’s predecessor 
electric companies as far back as 1900, 
or prior to the establishment of the com- 
mission in 1907. 

There was testimony that the combined 
billing practices were adopted principally 
as a measure of protection against pri- 
vate plant competition, although there 
was a difference of opinion among cus- 
tomer representatives as to this claim. 
Some of the questions arising in this case 
had been considered by the regulatory 
commission as early as 1908. The com- 
mission had criticized some aspects of 
conjunctional billing. A dissenting com- 
missioner had criticized the practice in 


Realty Supervision Co. v. Edison Electric 
Illum. Co. of Brooklyn, PUR1917B 962. 

The company was not proposing to 
terminate rent inclusion provisions of its 
tariffs, and whether or not it received ben- 
efits from such practice which outweighed 
the disadvantages of conjunctional billing, 
said the commission, was a question that 
did not have to be decided in these pro- 
ceedings. The commission referred to Re 
New York Edison Co. (1935) 10 PUR 
NS 244. 

In support of a contention that rider 
customers had no vested rights in rider 
billing, the company quoted from an 
earlier commission decision which ap- 
proved the termination of nonresidential 
submetering pending further hearing and 
also from the judicial decision in Campo 
Corp. v. Feinberg (1952) 93 PUR NS 
53. 


Termination of Undue Discrimination 


There was no proof as to the reason- 
ableness of the company’s unit rates (even 
without the benefits of combined billing) 
with respect to cost to serve or to factors 
other than cost which might be properly 
considered in designing rates; but the ab- 
sence of such data, in the opinion of the 
commission, was not fatal to a determina- 
tion of the issues involved in these pro- 
ceedings. The commission said that rates 
and other provisions of the tariffs of 
utility companies are constantly being 
changed by regulatory authorities without 
the use of such data. The commission 
disagreed with a contention that the con- 
junctional billing and intercommunicating 
buildings riders should not be changed 
without a complete cost-of-service study. 

The evidence, the commission conclud- 
ed, indicated that the riders were unduly 
discriminatory and unjustly preferential. 
It did not, however, necessarily follow 
that they should be completely canceled 
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immediately in all respects. There are no 
precise rules or formulas for determining 
to what extent undue discrimination and 
unjust preference exist because of the 
riders. The testimony had been reviewed 
concerning competitive conditions which 
prompted the company to create the rid- 
ers, the disappearance of such conditions 
in recent years, the company’s promotion 
of business under the riders despite their 
contemplated elimination, the increase in 
charges to customers that would result 
from cancellation, the rewiring expense 
that rider customers would incur in order 
to avoid or curtail increased charges, and 
related conditions. 


It appeared that immediate and com- 
plete cancellation for all customers would 
be unjust and inequitable. Nevertheless, 
the retention in one rider account of 
many buildings spread over several city 
blocks was said to be too discriminatory 
and preferential to be permitted to con- 


tinue. The New York commission said: 

“Conjunctional billing of buildings lo- 
cated in separate city blocks should be 
discontinued ; the so-called hop-skip-and- 
jump application of the riders to more 
than one city block would then be pre- 
vented.” 

The commission concluded that reason- 
able time should be given to rider cus- 
tomers to make a rewiring or other 
changes they deemed desirable. The com- 
mission thought the rider should be modi- 
fied so as to be available only to customers 
who were taking service under a rider 
agreement on May 31, 1959, and only as 
to such buildings or parts of buildings 
included in their agreements on that day 
that are on the same parcel or contiguous 
parcels of land within a city block; and 
that the riders be canceled for such cus- 
tomers as of June 1, 1964. Re Consoli- 
dated Edison Co. of New York, Inc. 
Cases 18011-18013, May 26, 1959. 


Electric Company Loses Round in Fight to 
Increase Contract Rate for Power 


ase appeals court affirmed a Fed- 

eral Power Commission order which 
refused to determine, under § 206(a) of 
the Federal Power Act, whether Pacific 
Gas and Electric Company’s electric power 
rate contract with Sierra Pacific Power 
Company is unreasonable. The commis- 
sion held that the factual basis adduced 
by Pacific in support of alleged adverse 
effects of the contract rate upon the pub- 
lic interest did not warrant further in- 
vestigation. 

In prior proceedings the commission 
had allowed a unilateral increase in the 
contract rate under § 205 on the ground 
that the increase was reasonable. It did 
not find that the rate was unreasonable. 
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The commission’s order was reversed on 
appeal, and the U. S. Supreme Court 
subsequently affirmed the reversal (12 
PUR3d 122). It also remanded the case 
to the commission for such further con- 
sistent proceedings as may be considered 
desirable, noting that the question whether 
the contract rate is so low as to have an 
adverse effect on the public interest is for 
the commission to determine in the first 
instance. 

If Pacific put forth its best case on 
remand, it may be assumed from the com- 
mission’s action that the contract rate has 
not become unreasonable. Pacific Gas & 
E. Co. v. Federal Power Commission, No. 
14422, May 14, 1959. 
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Average Rather than Year-end Figures Adopted in 
Electric Rate Case 


, ee Montana commission approved 
higher electric rates as proposed by 
Montana-Dakota Utilities Company. It 
concluded that a return of 5.8 per cent on 
a cost rate base was reasonable and not 
excessive. The commission observed that 
whether a higher return allowance was 
necessary to be adequate was not for it 
to determine since the application should 
be limited to the rates applied for. 


The company submitted a rate base 
predicated upon year-end figures. Since 
one steam plant had been in service for 
only a short time prior to the end of the 
test period, the commission rejected this 
base and adopted an average cost rate 
base. It pointed out that with a year-end 
rate base the ratepayers would be re- 
quired to pay a return on this large item 
of plant when, in fact, it was only in 
service for a very brief time during the 
annual period under consideration. The 
commission said that it had no quarrel 
with the year-end rate base, but it be- 
lieved that in this instance it would dis- 
tort the real results for the test period. 

The commission said that it would 
have been proper for the company to pre- 
sent an exhibit based on a future test pe- 
tiod whereby the entire steam plant could 
be included in the rate base and any econ- 
omies achieved could also be shown. No 
such evidence was offered. 


Trended Costs 


The company also presented testimony 
but no exhibits on the trended original 
cost of its electric plant. No physical ap- 
praisal had been made in the determina- 
tion of the trended cost figure. It was 
simply an application of the index to the 
original cost figures. 

The commission said that while this 


certainly is a recognized method, it would 
hesitate to place entire reliance on the 
trended rate base. It also mentioned that 
assessed value has many shortcomings as 
a standard of valuation for rate-making 
purposes although it does provide some 
yardstick for comparative purposes. 


Nonutility Properties 


Those objecting to the rate increase 
called attention to the company’s oil prop- 
erties and its connections with a coal min- 
ing subsidiary and a gas pipeline com- 
pany. The commission said that such 
matters should be examined to determine 
what effect, if any, these activities have 
upon the operation of the electric busi- 
ness. For example, it mentioned that it 
was necessary to determine that the com- 
pany obtained its coal from its subsidiary 
at a price fair to the utility customers. 
But, it said, where the other activity has 
no relationship to the utility functions it 
is beyond the scope of regulation. 

The commission said that a diversified 
business, such as the applicant’s, is en- 
titled to a fair return on each utility func- 
tion. Regardless of what profits the com- 
pany might obtain from its oil interests 
it was entitled to receive a fair return 
from electric operations. In fact, said 
the commission, an ultimate benefit would 
accrue to the ratepayers if the company 
were able to present a more attractive 
financial position to potential investors by 
reason of its oil properties and other 
interests. 


Merchandising Operations 
The commission required an adjust- 
ment in connection with the company’s 
merchandising activities, saying that the 
retailing of electric and gas appliances 
JULY 2, 1959 
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produces disadvantages which outweigh 
the load-building benefits that might be 
produced. The commission noted that the 
value of continuing the merchandising 
program was for the company’s manage- 
ment to determine and that it could not 
impose its judgment. 

But when this merchandising becomes 
involved in a rate proceeding, the com- 
mission has the duty to see that it does 
not place any additional burden upon the 
ratepayers. The commission concluded 
that the company should charge its mer- 
chandising branch for the display space 
it uses in the company’s offices as well as 
for all other expenses relating to the mer- 
chandising operations. This charge was 
ordered to be divided among the gas, 
electric, and steam departments on the 
basis of gross revenues, 


Rate Differential—Large and Small 
Towns 


The commission pointed out that the 
company had classified the smaller towns 
in its service area as class B towns and 
maintained a separate and higher sched- 
ule of rates for residential customers in 
those towns. This rate distinction was 
based primarily on mere tradition. It was 
conceded that since most of the small 
towns were somewhat remote from the 
company’s service and maintenance cen- 


ters the residents of those towns were, in 
effect, paying a higher rate for a poorer 
quality of service. The commission or- 
dered the elimination of the distinction 
between the two types of towns, saying 
that it has been its policy to achieve uni- 
formity in rate schedules to the greatest 
possible degree. 


Answer to Possible Criticism 


The commission alluded to the possible 
criticism that might be generated by the 
fact that the company’s proposed rates 
were higher than those charged by Mon- 
tana Power Company, serving the west- 
ern and central areas of the state. It said 
that it would be ideal if the company 
could maintain its rates at the same level 
but that it should be recognized that the 
company has had practically no indus- 
trial users in Montana and its territory 
was sparsely populated and without any 
metropolitan centers. Such conditions im- 
pose a larger burden upon residential and 
commercial users. In any event, the com- 
mission said, the company is entitled to 
a fair return upon its investment, and 
the proposed rates would not increase its 
return beyond what was reasonable and 
necessary for it to continue its utility 
functions and provide proper service. Re 
Montana-Dakota Utilities Co. Docket No. 
4537, Order No. 2750, April 24, 1959. 


Court Rules on Municipal-Telephone Company 
Franchise Dispute 


a. West Virginia supreme court of 
appeals held that a telephone com- 
pany which erected facilities in, upon, and 
over the streets of a municipality, by virtue 
of a municipal ordinance granting it per- 
mission to do so for a certain period, 
could not lawfully cease service to the 
public in such municipality without the 
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consent and approval of the commission. 
This was so even though the 40-year 
period of the municipal consent by ordi- 
nance expired and was not renewed. Con- 
versely, the municipality, without the con- 
sent and approval of the commission, 
could not compel the company to remove 
facilities from the streets of the munici- 
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pality. The court did not deny the police 
power of the city reasonably to regulate 
the use of its streets. However, the author- 
ity in regulating the use of streets is not 


unlimited. It must yield to the state’s pow- 
er and control over highways. Chesapeake 
& P. Teleph. Co. of West Virginia v. City 
of Morgantown, 107 SE2d 489. 


Company Claim for Reimbursement from Purchased 


Gas Refund Moneys Denied 


— Public Service Company of 
Colorado had absorbed a part of an 
increase in the cost of purchased gas, the 
Colorado commission, in a refund proceed- 
ing, refused to permit the company to re- 
coup this additional expense from refund 
moneys subsequently received from its 
supplier. 

The state commission had determined 
at the time of the cost increase that the 
utility’s rate of return could withstand the 
higher cost, and no showing was made in 
the instant proceeding that the financial 
integrity of the utility would be impaired 
if it was required to pass on all of the 
refund moneys to the ratepayers. Such re- 
fund moneys were said to be basically trust 
funds held for and on behalf of the rate- 
payers. 

A distribution method was approved 
whereby consumers listed as of the end of 
each year of a four-year period would be 
reimbursed their proportionate share. Con- 
sumers not so listed, however, would not 
be foreclosed from participating. They 


will be permitted, under the commission’s 
order, to file claims within 180 days. A 
period of ninety days for such claims sug- 
gested by the company was considered 
inadequate. Any claims which cannot be 
settled within thirty days of filing must 
be presented to the commission for final 
disposition. 

The cost of making the refund will be 
paid from interest received by the com- 
pany from short-term investment of the 
refund moneys and from interest paid by 
the supplier. Re Public Service Co. of 
Colorado, I. and S. Docket No. 361, Ap- 
plication Nos. 13235, 15406, Decision No. 
51992, April 1, 1959. 

In a separate proceeding, the commis- 
sion approved a similar refund plan for 
Public Service Company’s subsidiary, 
Pueblo Gas & Fuel Company, with an 
economical consolidation of the mechanics 
of making the two refunds. Re Pueblo 
Gas & Fuel Co. I. and S. Docket No. 
362, Application Nos. 13236, 15405, De- 
cision No, 52004, April 1, 1959. 


Company Choice of Route for Certificated 
Power Line Upheld 


Pipcrnen will interfere and review the 
exercise of the power of eminent 
domain only in exceptional cases, the 
Mississippi supreme court pointed out. 
Judicial relief may be had when property 
is appropriated for private purposes under 
the guise of public use, or if the condemna- 


tion is sought for private gain, or from 
willful or malicious purposes, or to injure 
or destroy the rights of other parties, or 
when the condemnation is without war- 
rant of law and oppressive. The court re- 
versed a lower court judgment granting 
writs of prohibition to prevent an electric 
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company from taking land needed for the 
construction of a power line. In favor of 
the writs of prohibition, it was argued that 
the company could have chosen another 
route for its new line. 

The court disagreed with this argu- 
ment. The commission had found that the 
line was required by the public convenience 
and necessity, and it had been shown that 
the route chosen by the company was the 
most economical and feasible on account 
of the terrain and the accessibility to high- 


ways and to a railroad. Other routes were 
in fact available—one through rugged ter- 
rain and another through swamplands, 
The court ruled that there was no oppres- 
sion involved in the company’s choice of 
routes for the line. 

Nor was the taking of lands in this 
case invalidated by the fact that a large 
new cement plant would incidentally be 
able to obtain needed power as a result of 
the new construction. Mississippr Power 
& Light Co. v. Blake et al. 109 So2d 657. 


Pipeline Gas Project Authorized for Chicago Area at 
Temporary 22-cent Commodity Component Rate 


HE Federal Power Commission has 
authorized Tennessee Gas Transmis- 
sion Company and its subsidiary, Mid- 
western Gas Transmission Company, to 
supply gas to the Chicago-Gary area. 
Tennessee will deliver gas to Midwestern 
at Portland, Tennessee, and Midwestern 
will transport the gas to Joliet, Illinois, to 
supply three major distributors, Peoples 
Gas Light & Coke Company, Northern 
Illinois Gas Company, and Northern Indi- 
ana Public Service Company. Uncon- 
tradicted evidence indicated a growing 
need for gas in this industrial area. 
Beginning in the fall of this year, Ten- 
nessee proposed to furnish Midwestern 
261,320 Mcf of gas per day, increasing 
this volume to 363,432 Mcf per day by 
the first part of the third year. The two 
companies will construct new pipelines 
and compression facilities at a combined 
cost of more than $112 million. 


Dividend Restriction 


Tennessee’s financing program ap- 
peared to be economical and feasible, but 
Midwestern’s proposal involved an issue 
of 10-year, 5 per cent convertible notes 
which would increase its debt ratio to 
81.6 per cent, substantially above the com- 


JULY 2, 1959 


mission’s standard of 75 per cent. The 
company indicated that it intended to pay 
them off out of earnings. As a condition 
to the certification of the project, the com- 
mission required that Midwestern pay no 
dividends on common stock until the notes 
are either converted into preferred stock 
or the total long-term debt is reduced to 
75 per cent of total capitalization. 


Two-part Rate Proposed 


Midwestern’s proposed rate to its three 
distributor-customers was strongly con- 
tested. The company proposed a long- 
term contract demand rate composed of 
a monthly demand component of $4 per 
Mcf and a commodity component of 22 
cents per Mcf, assuming a 7 per cent rate 
of return. Staff and coal interveners ob- 
jected to this rate, alleging that it was the 
result of negotiation and did not reflect a 
proper classification of costs to demand 
and commodity. They contended that the 
demand charge would bear more than its 
fair share of Midwestern’s costs and the 
commodity charge less. They feared that 
these charges, finding their way into the 
rates charged by the distributors, would 
impose a larger proportion of Midwest- 
ern’s cost upon the low load factor do- 
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mestic and commercial space-heating cus- 
tomers and a smaller proportion upon 
interruptible customers. 

However, the load factor of residen- 
tial space-heating customers in the Chi- 
cago area is approximately 25 per cent, 
so that the three distributing companies 
will have large amounts of off-peak gas 
to dispose of during most of the year. 
Such off-peak volumes would be sold on 
an interruptible basis to industrial con- 
cerns and for boiler fuel in the generation 
of electric power. It was contended that 
the commodity component of Midwest- 
ern’s rate should not be higher, if the 
distributors are to compete with oil and 
coal in selling the off-peak gas. 


Temporary Rate Authorization 


The commission decided that there was 
no need in the circumstances of this par- 
ticular case to make an immediate deter- 
mination as to the proper level of the de- 
mand and commodity components of 
Midwestern’s rate. The proposed rate 
(reduced to a $3.85 demand component, 
assuming an ordinary rate of return of 
64 per cent) was authorized to be filed 
for a period of one year, whereupon the 
company would be required to file a rate 
satisfactory to the commission. Alterna- 
tively, Midwestern was given the option 
to file a straight rate with appropriate 
blocks or steps, subject to approval. The 
commission hastened to observe that it 
was not abandoning the Seaboard case 
(94 PUR NS 235), in which a method 
of classifying costs to demand and com- 
modity was developed. 

Each of three distributors will have ap- 
proximately the same load factor of 
834 per cent, and as long as they main- 
tain a common load factor the levels of 
the demand and commodity components 
will make no financial difference to them. 
In this case there is but one kind of cus- 


tomer, one kind of service, and approxi- 
mately one kind of load factor, the com- 
mission pointed out. Since Midwestern’s 
estimated revenues make the project fea- 
sible, it was considered unnecessary in 
this proceeding to approve or disapprove 
the 22-cent commodity component. 

Moreover, because there was no ex- 
perience upon which to judge Midwest- 
ern’s costs in the project, or the validity 
of any classification or allocation which 
might be made, or the propriety of any 
resulting rate level, the commission 
thought the company’s rate level could be 
more realistically determined after a pe- 
riod of operation. Tennessee’s rate to 
Midwestern (a monthly demand compo- 
nent of $2 and a commodity component 
of 22.16 cents per Mcf) is being consid- 
ered in a separate docket. 


Dissent Hits Subsidization 


Commissioner Kline dissented because 
he felt that “to certificate this project 
under a demand-commodity form of rate 
with a commodity component so low as 
to permit sales of large quantities of in- 
dustrial gas below cost is not a well- 
founded project, is not required by the 
public convenience and necessity, and is 
definitely against the public interest.” 

The great bulk of the gas needed to 
serve the Chicago area was acquired by 
Tennessee in Louisiana at a price of 23.7 
cents per Mcf, including severance and 
gathering taxes. If the 22-cent commod- 
ity component is permitted to go into ef- 
fect, said Commissioner Kline, the pres- 
ent customers of Tennessee, under the 
rolled-in cost theory of rate making, to- 
gether with the small householder and 
domestic user in the Chicago area, will be 
called upon to subsidize the industrial 
consumers. Re Midwestern Gas Trans- 
mission Co. et al. Docket Nos. G-16841, 
G-16842, Opinion No. 320, May 12, 1959. 
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Wellhead Deliveries of Gas Involve 
Jurisdictional Facilities 


ee appeals court ruled that Con- 
tinental Oil Company, which sells 
gas from a single well, at the wellhead, 
to El Paso Natural Gas Company, was 
using facilities for the sale of natural gas 
in interstate commerce, subject to the 
jurisdiction of the Federal Power Com- 
mission. The court upheld the commis- 
sion in granting the company a certificate 
(upon application filed under protest). 

Gas passes from the well casing through 
two master valves at the wellhead and 
thence into a pipe belonging to the pipe- 
line company. The two-valve system is 
standard equipment used to contain the 
gas for safety of operation. The first 
valve is used to shut off gas until it can 
be used. The second valve is for use in 
case of repairs. 

The commission did not contend that 
the lower valve was a facility for the ju- 
risdictional sales, and the court did not 
pursue this question. The company urged 
that the upper valve was a facility of pro- 
duction and exempt from commission ju- 
risdiction under the “production or gath- 
ering” exclusion of § 1(b) of the Natural 
Gas Act. The court thought production 
was complete at or before the passage of 
the gas through the upper aperture of the 
upper valve. It held simply that the com- 


pany “uses facilities for sale of the gas 
in commerce to E] Paso which are not fa- 
cilities in production of the gas and that 
the commission’s order relating to the 
granting of the certificate must be af- 
firmed.” 


Dissent Hits Judicial Fact Finding 


In a dissenting opinion of considerable 
length, Judge Brown expressed the view 
that the court was engaging in “imper- 
missible fact finding for which it has 
neither statutory warrant nor technical 
competence.” For the court to find that 
“there are facilities for the sale of the gas 
that are not facilities of production” is 
to disregard the function of the court in 
reviewing commission decisions, said the 
judge. 

He emphasized the duty of the court 
faithfully to apply the “production” ex- 
clusion contained in § 1(b). “Judged by 
the standards of the industry, not only by 
what was said and uncontradicted, but by 
what was done on a large scale in this 
very field, the commission could only find 
that all of Continental’s facilities were es- 
sential to and a part of the production of 
gas,” Judge Brown stated. Continental 
Oil Co. v. Federal Power Commission, 
No. 17016, April 17, 1959. 


Regulation of Leasing and Domiciling of 
Motor Carrier Equipment 


HE Florida supreme court upheld a 

commission order which prescribed 
rules and regulations governing motor 
carriers in the leasing and domiciling of 
their equipment and in using agents. Pe- 
titioning carriers asserted that the rules 
deprived them of alleged rights of domi- 
cile. To support their claim to such rights, 
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they pointed to their certificates which 
authorized the transportation of house- 
hold goods “to, from, and between all 
points and places in Florida.” 

Such authority, the court indicated, 
does not give them a right to domicile 
their equipment anywhere they please. 
The commission’s power extends to the 
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service and safety of the auto transporta- 
tion industry and to all matters affecting 
the relationship between carriers and the 
shipping public. The making of rules 
governing carriers’ activities in the field 
of agents and leasing and domiciling of 
motor vehicle equipment is within the spe- 


cific or implied statutory powers of the 
commission. Moreover, the commission 
may exercise reasonable administrative 
discretion to effectuate the intent of the 
law as it applies to varying conditions, 
said the court. Fogarty Bros. Transfer, 
Inc. et al. v. Boyd et al. 109 So2d 883. 


Company and Customers Share Tax Benefits of 
Accelerated Depreciation 


OR equitable treatment, said the New 

York commission, there should be 
some sharing of the § 167 (Internal Rev- 
enue Code) tax benefits between a utility 
and its customers. Customers should 
share because it is the duty of the com- 
pany to keep operating costs as low as is 
consistent with the maintenance of ade- 
quate service, and the company should 
share in order to furnish it an incentive 
to use the most advantageous tax depre- 
ciation method. 

The proportions of sharing should not 
be predominantly to the company but 
rather in major part to the customers, it 
was held. In this proceeding the com- 
mission applied its recent policy statement 
(28 PUR3d 171) respecting the treat- 
ment of tax benefits of accelerated depre- 
ciation. 

An increase of $300,000 in revenues 
was allowed as against $1,720,000 re- 
quested by the company. The first block 
of the rate schedule was authorized to be 
changed from 95 cents for 12 kilowatt- 
hours or less to $1.25 for 14 kilowatt- 
hours. This increase would provide the 


$300,000. The commission calculated that 
the company would earn a rate of return 
between 6.3 and 6.4 per cent, which was 
found to be reasonable. 


Dissent Charges Inconsistency 


Commissioner Eddy dissented on the 
major issue of the treatment of the tax 
benefits, pointing out that the commission 
has consistently allowed as a tax expense 
the amount of tax which would be pay- 
able on the income determined to be prop- 
er. It is now proposed to abandon this 
method, he said, in favor of a tax allow- 
ance of taxes actually paid. 

He considered it wrong to use one set 
of figures in determining annual deprecia- 
tion expense and another set of figures in 
computing the tax associated with it. By 
reversing the method used by the com- 
mission for at least fifteen years, said 
Commissioner Eddy, the majority pro- 
duced a higher alleged rate of return 
despite the fact that it means actually less 
money to the company. Re Central Hud- 
son Gas & E. Corp. Case 19449, May 
26, 1959. 


e 


Commission Lacks Jurisdiction over Telephone Pole 
Space Rental to TV Company 
E dng New York commission dismissed relating to rates and practices under a 
a complaint by a television company pole attachment contract. It was con- 
against New York Telephone Company cluded that the matters involved in the 
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complaint did not fall within the jurisdic- 
tional prerogatives of the commission. 

Basically, said the commission, the rent- 
al by the telephone company of space on 
its telephone poles is not a telephone or 
other utility service. Commission juris- 
diction over collateral services by a utility 
extends no further than to prevent dis- 
crimination and to insure that revenues 
reasonably obtainable from such activities 
are used for the benefit of all the utility’s 
subscribers. No facts were alleged in this 
case which made out a case of discrimina- 
tion. 

The commission observed that its pre- 


e 


vious decision (25 PUR3d 316), involv- 
ing New York Telephone Company and 
Antenna Systems Corporation, did not 
presume to establish commission author- 
ity to regulate the level of rates charged 
by the telephone company for pole attach- 
ments or the standard contract terms re- 
lating to such attachments. It was there 
held that where the telephone company 
had voluntarily made its poles available 
for the use of several antenna system con- 
cerns, it could not discriminate among 
them by withholding the privilege from 
others. Re Ceracche Television Corp. 
Case 19616, May 12, 1959. 


Certificate Revoked upon Unauthorized 
Termination of Service 


HE Indiana commission made it 
abundantly clear that a public utility 
is not privileged to terminate service 


without first obtaining commission ap- 
proval, even though it has suffered heavy 
losses for many years. In a proceeding 
on its own motion, the commission re- 
voked the certificate of Evansville City 
Coach Lines as of the day it ceased op- 
erations. Claiming financial inability to 
continue service, the company had noti- 
fied the commission that it intended to 
terminate operations. It opposed the revo- 
cation proceeding, however, hoping to 
transfer the certificate. 

The company’s theory was that it had 
become financially unable to operate and 
that, having no alternative but to termi- 
nate service, its only duty was to give 


e 


reasonable notice to the commission. 
Abandonment on this basis, it was con- 
tended, should not be construed as a will- 
ful violation of the law or the certificate. 

While the commission was sympathetic 
with the financial plight of the company, 
it pointed out that the company had a 
duty to exercise sufficient foresight to se- 
cure permission to abandon service. Nor 
could the company seek to transfer a cer- 
tificate which could not survive abandon- 
ment. 

The company would have the com- 
mission honor its certificate, it was point- 
ed out, even though the company has it- 
self not honored the obligation which is 
inseparable from the certificate. Fe 
Evansville City Coach Lines, No. 3952-A, 
1, March 20, 1959. 


Hearing Inadequate to Support Suspension of Rates 


— New Mexico supreme court ruled 
that the commission had not granted 
“any hearing whatsoever” before suspend- 
ing telephone rates proposed by Moun- 
tain States Telephone & Telegraph 
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Company. The suspension order was, 
therefore, held invalid and the court re- 
fused to enforce it. 

The new rates, proposed to be applied 
to several communities, were suspended 
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nending a statewide rate investigation by 
the commission. Upon hearing a state- 
ment of the company’s position respecting 
the new rates, but without hearing any 
witnesses or receiving any exhibits, the 
commission entered its suspension order. 


Suspension Rule Unconstitutional 


The New Mexico commission is a con- 
stitutional body, and it has authority un- 
der constitutional provisions to investi- 
gate rates prescribed by utilities under 
their common-law right to fix their own 
rates. If the commission finds them un- 
reasonable, it may order them changed, 
but only after a full and complete hear- 
ing. 

In the instant case, the commission 
acted under a commission rule which pro- 
vided for suspension of rates for ninety 
days, after notice and hearing. The com- 
pany attacked the rule and the order is- 
sued under it as an exercise of power be- 
yond the authority conferred by the 
Constitution. The rule, it was contended, 


amounts to a substantive change in the 
commission’s constitutional power — an 
attempted amendment of the Constitution 
by rule. The commission argued, on the 
other hand, that the rule of suspension 
was a mere procedural one and that no 
hearing was actually necessary since the 
suspension order was merely interlocu- 
tory, issued to maintain the status quo 
until the rates could be investigated. 

The court sustained the company’s po- 
sition, holding that the rule, in fact, re- 
lated to a substantive matter beyond the 
commission’s constitutional power. No 
suspension power had been. conferred 
upon the commission. A full and com- 
plete hearing had been required. If such 
a hearing had been granted, the court ob- 
served, there would have been no need 
to suspend the rates since the commission 
would then have been in a position to rule 
finally and conclusively on the matter. 
Mountain States Teleph. & Teleg. Co. v. 
New Mexico State Corp. Commission, 
337 P2d 943. 





Other Recent Rulings 


Dump Truck Hourly Rates. The 
Massachusetts commission denied a peti- 
tion of dump truck operators for an in- 
crease in minimum hourly wages, com- 
menting that it would not entertain such 
petitions unless and until all reasonable 
effort to improve and correct conditions 
prevalent to the industry had been taken 
by the carriers themselves. Re Dump 
Truck Owners Asso., Inc. et al. DPU 
12674, April 13, 1959. 


Electric Company Return. The Wis- 
consin commission considered a return of 
6 per cent on an electric company’s net 
plant investment rate base reasonable. 


Re Cross Plains Electric Co. 2-U-5153, 
April 14, 1959. 


Lack of Adequate Means. The New 
Jersey commission pointed out that the 
number of the members of the public 
affected by a proposed train discontinu- 
ance is not necessarily determinative 
where lack of other adequate means of 
transportation appears. Re Central R. Co. 
of New Jersey, Docket No. 11212, April 
17, 1959. 


Nature of Operative Rights. The Cali- 
fornia commission commented that opera- 
tive rights, as such, do not constitute a 
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class of property which may be capitalized 
or used as an element of value in rate 
fixing for any amount of money in excess 
of that originally paid to the state as the 
consideration for the grant of such rights. 
Re Sterling Transit Co., Inc. Decision No. 
58291, Application No. 38874, April 21, 
1959. 


Unlitigated Claim. The California com- 
mission commented that, while the suc- 
cessful prosecution of a lawsuit for dam- 
ages against an applicant for a highway 
common carrier certificate would result 
in a change in the financial picture, it was 
not disposed to permit the assertion of an 
unlitigated claim to color the result. Re 
White Inter-Valley Transportation, De- 
cision No. 58297, Application No. 40164, 
April 21, 1959. 


Three-judge Court. The U. S. district 
court held that a federal three-judge court 
did not have jurisdiction to review an 
ICC determination that a lower intra- 
state rate was applicable to a specific ship- 
ment and not a higher interstate rate 
where the sole purpose of the administra- 
tive proceeding was to provide a state 
court with expert judgment as to the ap- 
plicable rate, since it is only as an extraor- 
dinary dispensation for handling speci- 
fied types of cases which are likely to be 
important and of considerable public in- 
terest that Congress has authorized the 
convening of special three-judge district 
courts. Eastern Freight-Ways, Inc. v. 
United States et al. 170 F Supp 848. 


Tariff Construction. The U. S. district 
court held that it did not have jurisdic- 
tion to construe freight tariffs, in a case 
where a carrier sought to recover freight 
rate deficiencies, since the Interstate Com- 
merce Commission had primary jurisdic- 
tion to determine which of several rates 
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were applicable to the transportation. 
Northern P. R. Co. v. United States, 170 
F Supp 854. 


Three-judge Court Review. The U.S. 
district court held that administrative 
agency orders which merely direct that a 
matter proceed to hearing and adminis- 
trative decision, but which do not require 
a party to take or refrain from taking 
any substantive action, are not review- 
able by a three-judge district court. Territo 
et al. v. United States et al. 170 F Supp 
855. 


Failure to Contest Appeal. Neglect of 
the commission to file a brief controvert- 
ing errors complained of by an appellant 
may be taken as a confession of such 
errors, and the order may be reversed 
and the cause remanded without preju- 
dice, the Indiana appellate court held, 
noting, however, that the rule would not 
be invoked unless the appellant’s brief 
makes an apparent showing of reversible 
error. Mucker v. Indiana Pub. Service 
Commission, 157 NE2d 308. 


Uniform Sewer Rates. The New Jer- 
sey superior court held that an annual 
service charge difference of $26 between 
two sewer districts, based primarily on 
the cost of extending the sewer to un- 
serviced areas, was enough to invalidate 
rates established by a sewerage authority, 
because of lack of uniformity in contra- 
vention of a statute. Kline v. Bellmawr 
Sewerage Authority, 150 A2d 88. 


Crossing Costs Apportionment. The 
Connecticut commission held that it had 
no authority to apportion the cost of a 
bridge against a railroad as requested by 
the highway commissioner where the pur- 
pose of the bridge was not to remove a 
dangerous condition but rather to relocate 
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existing roads incident to the reconstruc- 
tion of a highway. Re Connecticut State 
Highway Comr. Docket No. 9737, April 
23, PSP. 


Gas Certificate. The Illinois commis- 
sion approved an application for a cer- 
tificate authorizing construction, opera- 
tion, and maintenance of a gas distribu- 
tion system where it was shown that the 
applicant had obtained a 30-year franchise 
from the municipality involved, that its 
supply was adequate for present and fu- 
ture customers, and that there was a pub- 
lic need for the proposed system. Re 
United Cities Gas Co. No. 45761, May 6, 
1959. 


Telephone Exchange Sale. The Illinois 
commission approved the sale of two mu- 
tual telephone exchanges to the Illinois 
Consolidated Telephone Company where 
it was shown that present service was in- 
adequate and the sellers did not have the 
facilities to provide adequate service, that 
the purchase price was reasonable, and 
that the buyer was able and willing to 
improve service and establish a dial sys- 
tem. Re Gays Mut. Teleph. Co. No. 45824, 
May 6, 1959; Re Windsor Mut. Teleph. 
Co. No. 45825, May 6, 1959. 


Agency Station Discontinuance. The 
Missouri commission held that, in de- 
termining whether or not there is a pub- 
lic need for the services of an open agency 
station, it must consider the use which the 
public makes of the services rendered by 
the station and whether or not a service 
can be substituted which will fill the pub- 
lic need and not unreasonably inconven- 
ience the public. Re Chicago, M. St. P. & 
P.R. Co. Case No. 14,095, May 11, 1959. 


Past Unauthorized Service. The Penn- 
sylvania superior court held that the com- 


mission was not required to consider past 
unauthorized service as evidence of public 
need for a proposed service, particularly 
where the shippers who had used the un- 
authorized service could have used the 
services of authorized carriers. Follmer 
Trucking Co. v. Pennsylvania Pub. Util- 
ity Commission, 150 A2d 163. 


Wax Not Edible. The Pennsylvania 
superior court has held that automobile 
body cleaners and wax are not “gro- 
ceries” within a certificate authorizing a 
motor carrier to transport groceries, lubri- 
cants, and paper, since the term “gro- 
ceries” means articles for human consump- 
tion and articles used in the preparation 
of food. Darby (Darby Transfer & 
Storage) v. Pennsylvania Pub. Utility 
Commission, 150 A2d 378. 


Evidence Supports Order. Reversing a 
lower court judgment, a Texas court of 
appeals upheld a commission order grant- 
ing a certificate amendment which would 
permit a motor carrier to furnish im- 
proved service over an alternate route, 
adequate evidence to support the order be- 
ing found in the testimony of numerous 
witnesses that existing service was in- 
adequate and that the proposed improved 
service was required. Merchant's Fast 
Motor Lines, Inc. et al. v. Red Ball Mo- 
tor Freight, Inc. 322 SW2d 35. 


Subpoenas Denied. The Federal Power 
Commission denied an application for 
subpoenas duces tecum where the appli- 
cant failed to set forth specifically the 
documents desired and the facts to be 
proved in sufficient detail to indicate the 
materiality and relevance of such docu- 
ments. Re Champlin Oil & Refining Co. 
Docket Nos. G-9277 et al. April 22, 1959, 


Operations Combined for Rate Mak- 
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class of property which may be capitalized 
or used as an element of value in rate 
fixing for any amount of money in excess 
of that originally paid to the state as the 
consideration for the grant of such rights. 
Re Sterling Transit Co., Inc. Decision No. 
58291, Application No. 38874, April 21, 
1959. 


Unlitigated Claim. The California com- 
mission commented that, while the suc- 
cessful prosecution of a lawsuit for dam- 
ages against an applicant for a highway 
common carrier certificate would result 
in a change in the financial picture, it was 
not disposed to permit the assertion of an 
unlitigated claim to color the result. Re 
White Inter-Valley Transportation, De- 
cision No. 58297, Application No. 40164, 
April 21, 1959. 


Three-judge Court. The U. S. district 
court held that a federal three-judge court 
did not have jurisdiction to review an 
ICC determination that a lower intra- 
state rate was applicable to a specific ship- 
ment and not a higher interstate rate 
where the sole purpose of the administra- 
tive proceeding was to provide a state 
court with expert judgment as to the ap- 
plicable rate, since it is only as an extraor- 
dinary dispensation for handling speci- 
fied types of cases which are likely to be 
important and of considerable public in- 
terest that Congress has authorized the 
convening of special three-judge district 
courts. Eastern Freight-Ways, Inc. v. 
United States et al. 170 F Supp 848. 


Tariff Construction. The U. S. district 
court held that it did not have jurisdic- 
tion to construe freight tariffs, in a case 
where a carrier sought to recover freight 
rate deficiencies, since the Interstate Com- 
merce Commission had primary jurisdic- 
tion to determine which of several rates 
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were applicable to the transportation. 
Northern P. R. Co. v. United States, 170 
F Supp 854. 


Three-judge Court Review. The U. S. 
district court held that administrative 
agency orders which merely direct that a 
matter proceed to hearing and adminis- 
trative decision, but which do not require 
a party to take or refrain from taking 
any substantive action, are not review- 
able by a three-judge district court. Territo 
et al. v. United States et al. 170 F Supp 
855. 


Failure to Contest Appeal. Neglect of 
the commission to file a brief controvert- 
ing errors complained of by an appellant 
may be taken as a confession of such 
errors, and the order may be reversed 
and the cause remanded without preju- 
dice, the Indiana appellate court held, 
noting, however, that the rule would not 
be invoked unless the appellant’s brief 
makes an apparent showing of reversible 
error. Mucker v. Indiana Pub. Service 
Commission, 157 NE2d 308. 


Uniform Sewer Rates. The New Jer- 
sey superior court held that an annual 
service charge difference of $26 between 
two sewer districts, based primarily on 
the cost of extending the sewer to un- 
serviced areas, was enough to invalidate 
rates established by a sewerage authority, 
because of lack of uniformity in contra- 
vention of a statute. Kline v. Bellmawr 
Sewerage Authority, 150 A2d 88. 


Crossing Costs Apportionment. The 
Connecticut commission held that it had 
no authority to apportion the cost of a 
bridge against a railroad as requested by 
the highway commissioner where the pur- 
pose of the bridge was not to remove 2 
dangerous condition but rather to relocate 





exist 
tion 

Hig} 
23,3 


Ge 
sion 
tifica 
tion, 
tion 
appli 
from 
supp 
ture 
lic 1 
Unit 
195$ 


Ti 
com! 
tual 
Cons 
it we 
adeq 
facil: 
the 
that 
impt 
tem. 
May 
Co. 


A 
Miss 
term 
lic n 
stati 
publ 
the : 
can 
lic r 


PROGRESS OF REGULATION 


existing roads incident to the reconstruc- 
tion of a highway. Re Connecticut State 
Highway Comr. Docket No. 9737, April 
23, 1959. 


Gas Certificate. The Illinois commis- 
sion approved an application for a cer- 
tificate authorizing construction, opera- 
tion, and maintenance of a gas distribu- 
tion system where it was shown that the 
applicant had obtained a 30-year franchise 
from the municipality involved, that its 
supply was adequate for present and fu- 
ture customers, and that there was a pub- 
lic need for the proposed system. Re 
United Cities Gas Co. No. 45761, May 6, 
1959. 


Telephone Exchange Sale. The Illinois 
commission approved the sale of two mu- 
tual telephone exchanges to the [Illinois 
Consolidated Telephone Company where 
it was shown that present service was in- 
adequate and the sellers did not have the 
facilities to provide adequate service, that 
the purchase price was reasonable, and 
that the buyer was able and willing to 
improve service and establish a dial sys- 
tem. Re Gays Mut. Teleph. Co. No. 45824, 
May 6, 1959; Re Windsor Mut. Teleph. 
Co. No. 45825, May 6, 1959. 


Agency Station Discontinuance. The 
Missouri commission held that, in de- 
termining whether or not there is a pub- 
lic need for the services of an open agency 
station, it must consider the use which the 
public makes of the services rendered by 
the station and whether or not a service 
can be substituted which will fill the pub- 
lic need and not unreasonably inconven- 
ience the public. Re Chicago, M. St. P. & 
P.R. Co. Case No. 14,095, May 11, 1959. 


Past Unauthorized Service. The Penn- 
sylvania superior court held that the com- 


mission was not required to consider past 
unauthorized service as evidence of public 
need for a proposed service, particularly 
where the shippers who had used the un- 
authorized service could have used the 
services of authorized carriers. Follmer 
Trucking Co. v. Pennsylvania Pub. Util- 
ity Commission, 150 A2d 163. 


Wax Not Edible. The Pennsylvania 
superior court has held that automobile 
body cleaners and wax are not “gro- 
ceries” within a certificate authorizing a 
motor carrier to transport groceries, lubri- 
cants, and paper, since the term “gro- 
ceries” means articles for human consump- 
tion and articles used in the preparation 
of food. Darby (Darby Transfer & 
Storage) v. Pennsylvania Pub. Utility 
Commission, 150 A2d 378. 


Evidence Supports Order. Reversing a 
lower court judgment, a Texas court of 
appeals upheld a commission order grant- 
ing a certificate amendment which would 
permit a motor carrier to furnish im- 
proved service over an alternate route, 
adequate evidence to support the order be- 
ing found in the testimony of numerous 
witnesses that existing service was in- 
adequate and that the proposed improved 
service was required. Merchant's Fast 
Motor Lines, Inc. et al. v. Red Ball Mo- 
tor Freight, Inc. 322 SW2d 35. 


Subpoenas Denied. The Federal Power 
Commission denied an application for 
subpoenas duces tecum where the appli- 
cant failed to set forth specifically the 
documents desired and the facts to be 
proved in sufficient detail to indicate the 
materiality and relevance of such docu- 
ments. Re Champlin Oil & Refining Co. 
Docket Nos. G-9277 et al. April 22, 1959. 


Operations Combined for Rate Mak- 
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ing. The operations of three telephone 
companies commonly owned and operated 
as a unit, with common management and 
maintenance staff, were combined by the 
Wisconsin commission in fixing rates for 
their four similar and predominantly 
rural exchanges. Re Annaton-Preston 
Teleph. Co. et al. 2-U-5109 et al. April 
23, 1959. 


Discriminatory Rate Proposal Denied. 
The Wisconsin commission denied a tel- 
ephone company proposal to increase ex- 
change rates so as to provide an overall 
rate of return of 7.04 per cent on its total 
investment in exchange and toll facilities 
since such rate treatment would unfairly 
place part of the cost of rendering toll 
service to other companies on the appli- 
cant’s customers; a reasonable return was 
allowed for each particular exchange. Re 
Urban Teleph. Co. 2-U-5134, April 27, 
1959. 


Rates Contingent on Wage Increase. 
The Wisconsin commission allowed as an 
expense a proposed wage increase in au- 
thorizing a rate increase for a small tele- 
phone company, but the new rates were 
made contingent upon certification that 
the wage increase has actually been paid. 
Re Amherst Teleph. Co. 2-U-5144, April 
27, 1959. 


Capitalization of Operative Rights. The 
California commission said that opera- 
tive rights, as such, do not constitute a 
class of property which may be capital- 
ized, or used as an element of value in 
rate fixing, for any amount of money in 
excess of that originally paid to the state 
as the consideration for the grant of such 
rights. Re Aetna Freight Lines, Inc. De- 
cision No. 58400, Application No. 40222, 
May 12, 1959. 


Applicant’s Needs Not Controlling. In 
denying additional authority requested 
by a motor carrier, the California com- 
mission rejected a contention that the ad- 
ditional authority should be granted be- 
cause it would help the carrier’s financial 
condition. Re Peninsula Motor Express, 
Decision No. 58379, Application No. 
39789, May 7, 1959. 


Common Carriage. The California 
commission said that the basic test for de- 
termining whether a carrier is a common 
carrier or a contract carrier is whether 
or not there is a holding out to serve the 
public or any portion thereof, and that 
the existence of contracts in and of them- 
selves is not the determining criterion. 
Bliss (Bliss Film Delivery) v. Gilboy et 
al. Decision No. 58408, Case No. 6104, 
May 12, 1959. 


Transit Fare Increase. The Massachu- 
setts commission approved a transit com- 
pany’s application for increased cash 
fares that would produce an operating 
ratio, after income taxes, of 96.92 per 
cent, commenting that, under the most 
optimistic circumstances and _ without 
making any provision for increased labor 
costs or further normal decline in riders, 
the operating ratio could hardly be called 
a safe margin of operation and that the 
approved increase was still within the 
prevailing zone fare of other companies. 
Re Interstate Transit Corp. DPU 
12797, May 12, 1959. 


Electric Company Return. The Mas- 
sachusetts commission considered reason- 
able a return of 6.25 per cent on an 
electric company’s rate base measured by 
net plant in service. Re Northern Berk- 
shire Electric Co. DPU 12642, May 
18, 1959. 
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aho Power Takes "Costly 
Steps to Protect Fish on 
Snake River 
THOUGH only 8 per cent of the 
mbia River salmon and steelhead 
vn above Brownlee Dam on the 
ke River between Idaho and Ore- 
extensive and “costly” steps have 
taken to protect them, it was re- 
ed recently at the Summer and 
ific General Meeting of the Amer- 
Institute of Electrical Engineers, 
tle. 
‘pstream migrants are caught in 
entional fish traps for transpor- 
1 around dams,” four Idaho 
rer Company engineers said in a 
r describing the dam and hydro- 
ric installation. ‘“The major prob- 
at the Brownlee site is the passage 
he downstream migrants by the 
At lower head plants on the 
ke and Columbia Rivers below 
vnlec, the ‘small fry’ returning to 
ocean pass through the spillway 
urbines with nominal mortality. 
ha head of 277 feet at Brownlee, 
mortality would be excessive be- 
e of the height and velocity of 
spillway and the excessive pres- 
change through the turbines. 
fies by the United States Fish and 
life Service and the state fishery 
ies (in Idaho and Oregon) in- 
that the only alternative was 
the downstream migrants and 
them downstream — in 


le r-port was made in a paper 
ribin: the Brownlee installation 
he first step in the develop- 
0: the middle stretch of the 
ce hiver between Weiser, Idaho 
he tipstream end of Hells Canyon 
ge. ‘ther hydroelectric plants on 
nak are Oxbow and Hells Can- 
Auhors of the paper were G. B. 
| R. Heikes, W. B. Mitchell 
©. F. Schaufelberger, all of 
p, idaho. 
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“The facilities for collection of the 
downstream migrants are patterned 
after a so-called skimmer system, 
which is based on the theory that 
downstream fish are reluctant to 
sound to any great depth to find their 
way out of a reservoir and artificial 
currents created in the reservior can 
be used to attract fish to collection 
devices,” they said. A fine mesh bar- 
rier 2,800 feet long was constructed 
across the reservoir forebay 4,800 
feet above the dam. Fish are caught 
in traps in the net, then hauled down- 
stream below the dam. Skimmer traps 
are located at each end and the center 
of the net. “Each trap consists of a 
steel barge approximately 30% feet 
wide, 40 feet long and 18 feet deep, 
to which is attached an entrance chan- 
nel 14 feet wide and 14 feet deep at 
the entrance and 27% feet long, with 
converging sides and a sloping bot- 
tom. The barges are compartmented 
to provide waterways, trimming tanks, 
machinery holds, and fish holding 
tanks. Their displacement is 120 
tons.” 

Pumps on the barges, rated 45,000 
gallons per minute, pull water into 
the trap through the entrance channel, 
creating an artificial current, which 
the fish follow. 


Features of Honeywell 800 
Computer as Scientific Tool 
Outlined in Booklet 


FACTORS of application of the new- 
est all-transistorized electronic com- 
puter system to scientific problems are 
described in a new booklet printed by 
the Datamatic Division of Minneap- 
olis-Honeywell Regulator Co. It out- 
lines the speeds, capacities and over- 
all performance qualifications of the 
Honeywell 800 system and gives spe- 
cific examples of how its design logic 
and other features contribute to its 
use and economy in scientific compu- 
tation. 


The solid-state computer will be de- 
livered to customers beginning in the 
last quarter of 1960, the company has 
announced. 

A copy of the booklet, “Honeywell 
800—A Superior Scientific Com- 
puter,’ may be obtained at no cost by 
writing Honeywell’s Datamatic Divi- 
sion, 151 Needham St., Newton High- 
lands, Mass. 


R-R Booklet on Records 
Management Program 


PUBLICATION of a new four-page 
brochure, which tells how recurring 
annual dollar savings and other bene- 
fits can be effected by means of a sci- 
entific records management program, 
has been announced by Remington 
Rand Division of Sperry Rand Cor- 
poration. 

Included in this brochure is a recent 
study showing that approximately 70 
per cent of the records in the average 
file have outlived their active useful- 
ness and yet are retained in an active 
file. The study shows how records 
held by the average organization can 
be reduced to four classifications: 1) 
retained permanently, 2) retained for 
current needs, 3) destroyed, and 4) 
transferred. 

Percentage figures accompanying 
these classifications are then inter- 
preted to show how a firm can accu- 
rately measure its own filing costs and 
efficiency. 

The brochure contains a battery of 
four tests by means of which indi- 
vidual companies can determine their 
own needs for a records management 
program. It also explains in detail 
how Remington Rand’s_ Business 
Services Department handles a typ- 
ical records management job. 

Copies of this brochure can be ob- 
tained at any Remington Rand branch 
office, or by writing to the company 

(Continued on page 28) 
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TAX 
EXEMPT 


The market 
at mid-year 1959 


Not in a quarter of a cen- 
tury has the investor seen 
take-home income from top 
grade tax-exempt bonds to 
match that available in the 
first half of 1959. 


Our timely Mid-Year Sur- 


vey of the Tax-Exempt Bond 
Market brings you up to date 
on this and other important 
developments, discusses sup- 
ply and demand and _inter- 
prets the trends and outlook 
for prices. It presents back- 
ground information valuable 
to both the new investor and 
the seasoned individual or in- 
stitutional buyer. 

Send without cost or obli- 
gation for this helpful survey. 
You will receive in addition 
our tax comparison chart 
which shows the income re- 
quired from taxable invest- 
ments to equal [ ~~ 
the take-home 
yield from 
tax-exempt 
bonds. 

Ask for 
folder PF-97. 


HALSEY, STUART & CO. INc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 


35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 


| Farmall 


INDUSTRIAL PROGRESS—( Continued ) 


at 315 Fourth Avenue, New York 10, 
N. Y. and requesting BSD-32 Rev. 2. 


AHLI Announces Guides to 
Help Utilities Promote 
Home Lighting 


| A NEW aid for utilities to use in 


promoting residential lighting is avail- 
able in two sets of lighting recom- 
mendations announced recently by the 
American Home Lighting Institute 
(AHLI), Chicago. 

The recommendations are listed in 
the Guide to Advanced Light for Liv- 
ing, newly developed for top-bracket 
residences, and the Minimum Light 
for Living Standards, revised to in- 
clude a checklist of fixture require- 
ments. 

“Many utilities have already incor- 
porated the Minimum Standards into 
their Medallion Home programs,” ac- 
cording to Ted Cox, managing direc- 
tor of AHLI, a trade association of 
fixture manufacturers and distribu- 
tors. 

“In addition, there is a growing de- 
mand for recommendations that go 
beyond the minimums, especially for 
the better residence and for model 
homes which display lighting at its 
best. For this purpose, the Guide to 
Advanced Light for Living has been 
developed,” he said. 

Single copies of both sets are avail- 
able at no charge from the American 
Home Lighting Institute, 360 North 
Michigan Avenue, Chicago 1, Illinois, 


Harvester Introduces Two 
New Cable Layers 


TWO new cable layers, designed for 
both fast and precise laying of flex- 
ible cable or plastic pipe, have been 
introduced by International Harvester 
Company. 

The cable layer is a subsoiler stand- 
ard mounted on a special cable laying 
structure. A spool of cable, mounted 
on the cable layer frame mounting, is 
threaded through _ porcelain-lined 
rings down through a specially con- 
structed tubing on the rear of the 
subsoiler standard. 

The cable is fed out approximately 


| four feet behind the subsoiler stand- 
| ard while still on top of the ground to 


permit splicing. The standard is then 


| lowered into the ground with forward 


motion to a depth of 23 inches. Cover- 


| ing is not necessary as the slit made 


by the standard closes behind in a 


| matter of a few hours. 


The International No. 1 direct-con- 
nected cable layer is built for use with 
and International tractors 
vo-point Fast-Hitch. The In- 


ternational No. 10 cable layer 
trailing type unit for use w°th tr 
having 50 to 85 drawbar horsey 


VEPCO Places Third 
Portsmouth Unit in Opera 
THE third unit of the Ports 
Power Station of the Virvinia 
tric and Power Company was p 
in operation recently adding 1J 
kilowatts to the Vepco system, 
unit, capable of lighting a city { 
the size of Portsmouth, ring 
total capability of the Pertsmout 
tion to 370,000 kilowatts, maki 
the largest generating  =tatioy 
Vepco’s system. 

The new unit was constructed 
cost of more than $21,500,000 aw 
ing to Miles Cary, Vepco vice 
dent. Mr. Cary said the new add 
is a part of the company’s cont 
expansion to keep up with theg 
ing customer demand for elect 

Construction is now in progre 
170,000 kw additions to YV 
Chesterfield Power Station, du 
completion in 1960, and Possum} 
Station, due for completion in 
Completion of these projects 
bring Vepco’s generating capabil 
more than 2,000,000 kilowatt 
1962. 

Within the last three years, | 
has constructed a_ new stati 
Yorktown and has added a neu 
to the Bremo Power Station, 
Charlottesville. The company aly 
filed an application with the Fa 
Power Commission 
license to construct a 200,000 kil 
hydroelectric station on the Ro 
River near Gaston, N. C. 


Dresser Publishes New Wo 
Wide Guide to Equipm: 
And Technical Service: 
THE 1959 edition of Dresser | 
tries’ “World-Wide Guide to Dt 
Equipment and Technical Sen 
has just been published and 1s 
distributed to executives in th 
gas, chemical, electronic and ¢ 


industries. The colorful 68-pagey 


is profusely illustrated an pr 
reference to the many product 
services supplied by the Dresser 
of companies throughout the | 
Convenient lists of Dresser 
sentatives and their addresses 
ious countries are also inc'udel 
Copies may be obtained witha 
ligation by writing to any ° 
Dresser companies or to | ress 
dustries, Inc., Republic National 
suilding, Box 718, Dallas 21, | 
Continued on page 29) 
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to-Tower Aerial Platform Units for Globe 
Cleaning and Lamp Replacement 









KE Strato-Tower Series LST hydraulic aerial 
im units are now in service for a leading light 
bower company for street light maintenance, ac- 
gto . recent announcement. These units provide 
king height of 35 feet for the maintenance man. 
mits ore designed for two-man, maintenance and 
, operation. 

mplete specifications are available to officials who 
inquiries to Strato-Tower Division, Young Spring 
re Corporation, P. O. Box 103, Elkhart, Indiana. 

















Auburn Machine Offers New 


onst ructed Trencher For I-H Tractors 


100,00 ae De pa ‘ 
‘W model Auburn Gear-Draulic Trencher for In- 


DCO Vice J 
> new ad@@ional Harvester 340 and 460 Utility tractors 1s 
ny’s contiggnced by Auburn Machine Works, Inc., Auburn, 
vith the gmska. 

for elect trencher will trench at widths from 6 to 14- 
in progres and at depths to 6 feet. It reputedly will dig up 
; to Vag feet of trench per hour. 


as a unique forward propulsion drive utilizing a 
lly installed power-take-off that transfers power 
the tractor through a combination variable hy- 
c drive and speed reducer, to a geared spacer that, 


ition, du 
Possum 
etion in 


projects , . 
g capabil™m, returns the power back into the tractor’s power 
kilowatggat a “creep” speed. This actually converts the 
's speeds from miles per hour to feet per hour 
vears, pore efficient digging. It can be engaged or dis- 
w stated to permit the conventional tractor drive to oper- 
ed a nevyaregular speeds. 
Station, fe Variable hydraulic drive automatically adjusts the 
pany al rd speed to intermittently changing soil conditions 
h the Fagpinterrupted smooth trenching. 
requestigge Unit features a non-clogging digging ladder with 
1,000 kiggete right and left cutting teeth that cut the trench 
the Rogtt the dirt to ground level where augers convey 
oth sides of the trench. 
rchangeable digging chains and booms are avail- 
ew Wat? accommodate various widths and depths of 
‘ome’ desired. Special Pent-A-Bits are also available 
quip e in rock, shale and frozen ground. 
Er VICES 
resset | 
de to Dithure Dealing with DC Failures Available 
cal Sen 
onal Through Rome Cable 
: "d tWOCHURE on “The Effects of D-C Tests and the 
and Sie of D-C Failures in Cable Insulation” is now 
68 pagM#ble from Rome Cable salesmen. 
an] PMH booklet was written by R. C. Graham, Chief En- 
pri duc ai Rome Cable. It features a discussion of ob- 
resections derived from a summary of thousands of 
it the Wve -potential tests made at the company’s factory 


co ser . 
“esses Ill 
ne! uded. 
1 with 

any 4 


bb ratory, and from experience in field testing. 
sts involved cable insulation of the rubber or 
piastic type designed for power applications at 
es generally in excess of 2000 for either under- 
l, aerial, conduit, or other raceway installation. 








/ Dressuded in the booklet (Bulletin RCT 712) is a table 
‘ational iilin » leakage at a given test voltage as compared to 
is 21, service, 
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Is Your Company 


“Keeping Pace?” 





| From 1945 to 1958 annual operating revenues 
of electric and gas utilities rose over 200°). 
Maintaining an efficient organization in the face 
| of this increasing volume has placed a strain on 
many companies. Top management has often 


been so busy with day-to-day operations that 
insufhcient time has been left to prepare men 
for growth needs. 


Even with available time, it is difficult for a 
company’s officers to study their own operations 
objectively. Commonwealth’s Industrial 
Relations consultants offer this much needed 
objectivity. They can bring broad experience 
in many fields to your Organization Planning, 
Management Development and Labor Relations 





needs. 


In serving you, our Industrial Relations 
Department is backed by a diversified manage- 
ment consulting and Engineering staff of over 
750 people. Your inquiries are invited. 


| Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


OFFICES 


NEW YORK 22, N. Y. 300 Park Ave. 
HOUSTON 2, TEXAS M&M Building 
JACKSON, MICHIGAN 209 E. Washington Ave. 
WASHINGTON 6, D.C. 1612 K Street, N.W. 
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Colorado Utility Plans 
Computerized System for 
On-Line Gas Dispatching 

Control 


THE first computerized system for 
on-line gas dispatching control was 
announced recently by GPE Controls, 
Incorporated, 240 East Ontario 
Street, Chicago, Illinois. A GPE Con- 
trols Libratrol-500 Process Control 
System will be installed in the Dis- 
patching Division of Public Service 
Company of Colorado. 

The computerized system will mon- 
itor gas flow meters at purchase points 
throughout the greater Denver area 
and the State of Colorado on Public 
Service Company's and Subsidiaries’ 
systems. It will compute the total 
hourly and accumulated demand for 
each hour of the day. The utility com- 
pany is charged for gas on the basis 
of a commodity charge and its demand 
peaks. The computer information will 
be used by the Gas Load dispatcher 
to control these peaks to avoid higher 
demand charges than are absolutely 
necessary to serve the utility’s re- 
quirements. 

In addition to his on-line duty in 
the dispatching counter, the computer- 


ized system will provide additional 
engineering calculations for other di- 
visions of the Public Service Com- 


pany. 

The Libratrol-500 system will re- 
lease the Gas Load Dispatcher from 
the pressure of monitoring and calcu- 
lating data necessary to control the 
peak demands. Charges for purchased 
gas are based on a two-part rate 
which combines the basic commodity 
charge for each cubic foot and a de- 
mand charge based on the highest 24- 
hour usage during the year. 

The Dispatcher must monitor the 
hourly demand to insure that the con- 
sumption does not exceed the pre- 
established peak value. Should the 
demand rise above the existing peak 
value, the demand charge would be 
revised upward with resulting in- 
creased charges to the Public Service 
Company of Colorado. 

Involved in evaluation of the de- 
mand is the necessity for recording 
differential pressure, static pressure, 
temperature, and specific gravity val- 
ues at some 15 metering stations. The 
data measured at these stations, which 
include 44 meters, are used to 
compute the individual demand of 
each meter. The sum of these values 
are totaled to obtain the system peak 
on which the demand charges are 


30 


based. At present, the readings and 
computations must be laboriously per- 
formed by the Gas Dispatcher each 
and every hour throughout the day. 
The number of readings and the com- 
plexity of the calculations take up 30 
to 45 minutes of each hour. This is 
valuable time lost to the Dispatcher 
who must also make critical system 
operating decisions regarding the con- 
trol of the demand based on weather, 
industrial activity, and other factors 
affecting gas consumption. 

Relegating the monitoring and 
computing functions to the comput- 
erized system frees the Dispatcher so 
that he may make full use of his years 
of experience in supervising the sys- 
tem. 

The Libratrol-500, manufactured 
by Librascope, Incorporated, is a 
highly flexible, versatile computerized 
control system adaptable to both exist- 
ing and in-design industrial process- 
ing systems. 

In operation, the Libratrol-500 
Process Control System receives in- 
coming signals from monitoring de- 
vices, processes the information re- 
duced to digital data through a general 
purpose computer and provides ac- 
curate control information either for 
a human operator, or for automatic 
control elements within the processing 
equipment. 

This new control system is espe- 
cially suitable for use in petroleum 
and chemical industries, gas and elec- 
tric utility plants, in steel mills and 
the aircraft industry, and in atomic 
energy plants, according to the an- 
nouncement. 


All-Aluminum Towers Pass 
Full-Scale Load Tests 
GROWING interest in the potential 
of all-aluminum towers for electrical 
transmission lines was indicated re- 
cently with the announcement that an 
aluminum tower has satisfactorily 
passed utility specifications in recent 

full-scale load tests. 

The tower tested was the initial unit 
of a 44-tower order by Common- 
wealth Edison Company, Chicago. 
The towers will be constructed on an 
experimental basis as part of a 138 
KV transmission line on the utility’s 
system. 

The project represents a joint ac- 
tivity of the utility and of Aluminum 
Company of America. Tower tests 
were performed for Alcoa by Amer- 
ican Bridge Company. 

The proposed line is the second 
aluminum tower project to be an- 


nounced. Last November, 

Service Electric & Gas Co., N 
N. J., announced an all-aly 
tower line program, also in ¢& 
tion with Alcoa. 

Shipment of the first portion 
Commonwealth order is >xpe 
late July or early August of thi 
Towers will be field-erect«d fy 
truded aluminum shapes, fab 
by Alcoa and shipped to tive site 
for assembly. Each of the towe 
be entirely assembled wit) alu 
bolts. 

The towers are being «lesigr 
Alcoa, working from line heig 
loading specifications sup lied 
utility. Although towers will 
ually similar to typical existing 
mission structures, the towers 
rectangular cross-sectional desig 
stead of the more conventional 
design. 


G-E Excutive Reaffirm 
Doubling of Demand f 
Power Equipment in 10 


A DOUBLING of the dema 
power generating equipment | 
next 10 years was reaffirmed to 
a General Electric Company t 
manufacturing executive. 

Herman R. Hill, Jr., Manag 
Manufacturing for the Com 
Large Steam Turbine-Generati 
partment, spoke at a machine t 
dustry press conference unvel 
multi-million dollar array of 
mated machine tools currently 
installed and placed in operati 
the department. 

Mr. Hill pointed out that the 
advanced machine tools now 
the department a production caf 
of turbine-generators — sufficie 
meet the electric power indu 
need for the next several years. 

He added that the future pr 
tion demand will require the hi 
talent of the company’s develof 
and design engineers. It will a 
quire the fullest utilization of tH 
ents of its manufacturing eng 
and the labor-aiding automate 
chinery that they can apply toth 

Pointing to the special nati 
the department’s facilities, Mr. 
said, “We have to maintuain tht 
essary technology and, in fatt 
tinually acquire new technology 
manufacturing techniques to @ 
inspire and partially design 4 
tools which are adaptable to the 
facture of our product.” 

To utilize fully the finest 1 
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work! for the manufacture of 
turbine-generator units, Mr. 
hid “sve must be able to com- 
ite a 0usiness-like approach to 
the »ersonnel who are using 
cilities.” 
ied that this is being done 
ip a number of turbine 
s businesses within the de- 
h a manager of shop op- 
charge of each business. 
“is the line of communica- 
1 the direct and indirect 
the head of the manufac- 
operation. 





Lp 


Bulletin Describes Two 
ican Aluminumcase Meters 





ETIN 305, just published by 
can Meter Company, provides 
tails on American AL-175 and 
() Domestic Aluminumease Me- 
oth meters are light weight— 
mds—and have a maximum 
yg pressure of 5 psi. They have 
lcapacity of 175 and 250 cfh 
ively, at J-inch w.c. differ- 















rican Meter Company, which 
actures measurement and con- 
jwipment for the gas, petroleum 
ied industries, describes the op- 
. construction and_ specifica- 
for both meters in the new 
mn, entitled “American AL-175 
L-250 Aluminumcase Meters 
and 250 cfh.” Copies may be 
cd from American Meter Com- 
Advertising Department, 920 
avenue, Erie 6, Pennsylvania. 



















inghouse to Build Turbine- 
erator for Commonwealth 


Edison 


Vest nghouse Electric Corpora- 
ill bnild a 305,000-kw turbine- 
for the Commonwealth 
mpany’s Waukegan gen- 
iion located 30 miles north 
Illinois. The unit, sched- 
ivery in July of 1961, will 
capacity of the Waukegan 
nore than 1,000,000 kilo- 










sechtel Corporation of San 
California has been named 
onstructor for the addition 
aiion, The turbine will be 
by the Westinghouse steam di- 
in i.ester, Pa. and the gen- 
by the company’s large rotat- 
pparatus department in East 
tgh, Pa. 
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INDUSTRIAL PROGRESS—(Continued) 


Commonwealth Edison Adds 
New Unit to Joliet Station 
A NEW 305,000-kilowatt generating 
unit at the Joliet Station of Common- 
wealth Edison Company is now in 
regular commercial operation, it was 
announced recently. The addition 
raised the net generating capability 
of the utility above the 5,000,000-kilo- 

watt mark. 

The new turbine-generator was 
built by General Electric Company. 
Steam for the new turbine is supplied 
by a single boiler, 20 stories high, 
which was built by Babcock & Wilcox 
Company. 

The new Joliet unit brings the net 
capability of the Edison system to 
5,021,000 kilowatts, about double the 
utility’s capacity of 10 years ago. It 
is the third of this size to be placed 
in service by Commonwealth in the 
past 12 months. 


PG&E Asks State PUC to 
Approve A-Power Plant 
PACIFIC Gas and Electric Company 
recently asked approval of the Cali- 
fornia Public Utilities Commission to 
build Humboldt Bay atomic power 
plant near Eureka, announced in Feb- 

ruary 1958. 

This is the plant which PG&E be- 
lieves will break the economic bar- 
rier to everyday public use of atomic- 
electric power. With the second core 
of uranium fuel, probably to be in- 
stalled in 1965, the Humboldt Bay 
A-plant is expected to generate elec- 
tricity at a cost equal to the cost of 
electricity produced in PG&E’s new 
oil- and gas-fueled steam plant near 
Eureka. 

PG&E President N. R. Sutherland 
said that the plant will be financed 
entirely by the company. As with the 
PG&E-General Electric Vallecitos 
Atomic Power Plant near Pleasanton, 
Humboldt Bay will be built without 
subsidies of any kind. 

Today’s application sets the plant’s 
capacity at 50,000 kilowatts. It will be 
operated at that level initially, but is 
designed to produce power at sub- 
stantially higher capacities later. 

Earlier in June PG&E filed an ap- 
plication with the Atomic Energy 
Commission for permission to build 
the plant. Construction work is sched- 
uled to begin at Humboldt Bay next 
spring. The station will require two 
years to build. Bechtel Corporation 
is the general contractor. General 
Electric will manufacture the boiling 
water reactor and the electrical equip- 


“ment. 


Bright Star Industries to 
Expand Facilities 


BRIGHT Star Industries, Clifton, 
New Jersey, manufacturers of dry 
batteries and flashlights, broke ground 
recently for a new building to enable 
the company to double its output of 
Electrolytic Manganese Dioxide. This 
material is a basic ingredient of dry 
batteries, especially high voltage types. 
The new building will be located at 
the Clifton, New Jersey factory of 
3right Star Industries, adjoining the 
present Electrolytic Manganese Di- 
oxide Plant. 

In making the announcement, Rob- 
ert Frost, President of Bright Star 
Industries, stated: “This expansion 
was originally planned for 1960 but 
sales increases, plus the early com- 
pletion of three new production lines 
to manufacture new types of high 
voltage batteries, made it necessary to 
accelerate the expansion program. It 
has been necessary to make substantial 
purchases, in recent months, of this 
material from outside sources and the 
new plant is designed to meet the cur- 
rent needs of the company with addi- 
tional space available for a further 25 
per cent expansion in output. 

‘“Also included, will be a new ana- 
lytical laboratory to handle the in- 
creased work for the quality control 
laboratories due to the new expanded 
facilities.” 








P.U.R. 
QUESTION SHEETS 


Best Way You Can Keep 
Informed on 
Utility Regulation: 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers and 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leaflets 
issued every two weeks. 


They consist of 10 questions and 10 
authoritative answers based on current 
decisions revealing court and commission 
views pro and con. Annual subscription 
$10. 


Send your order to 
Public Utilities Reports, Inc., 


332 Pennsylvania Bldg. 
Washington 4, D. C. 







































































































THE MAN WHO HAS TO KNOW, 


J. COLEMAN JONES, GENERAL SUPERINTENDENT, 
TELLS WHY... 


DEPENDABILITY pays dividends 
for Pacific Power & Light's 


investment in General Electric 
voltage regulators 


“We use many General Electric three- 
phase step regulators for efficient system 
voltage control at the substation. Over 
the years, General Electric MLT-32 reg- 
ulators have paid us dividends in de- 
pendable performance.” 

Dependability means _highly-reliable 
equipment operation with least-possible 
maintenance. General Electric controlled 
speed switching results in fast-break, 
slow-make tap changes for minimum 
contact wear and prolonged regulator 
life. Hydraulic dashpots and redesigned 


Geneva gears reduce switching noise. 


GENERAL ELECTRIC REGULATORS 
COST LESS ON THE LINE because you 
get continuing extra dividends . . . from 
G-E DEPENDABILITY—absolute mini- 
mum maintenance; in G-E SERVICE— 
routine or emergency; from G-E RE- 
SEARCH-—superior regulating equip- 
ment. Result: Extra values—=LOWER 
costs. 

Only General Electric returns so much 
for your regulator investment. Ask your 
General Electric regulator representa- 
tive to show you how. General Electric 
Co., Schenectady 5, New York. —_ 423-394 


Progress /s Our Most Important Prodvet 


GENERAL @ ELECTRIC 

















PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulatior— 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparation 
have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records 
of actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid «nd 
cooperation of selected experts, te complete this treatise. 
The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com. 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 
Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


© simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


© aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 


The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 








NDUCT OF THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt... LL.B., LL. M. 


S is “ie companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
pe p ocedural matters which come after the preparatory stages of the rate case. It presents for the 


ime ‘he practical problems of conducting the case— 


» filing the application 
» introducing the evidence 


® examining the witnesses, etc. 


t, it explains the time-saving and effective ways of making the 
y-step progress toward the rate decision, including information 
ning the requirements for appeal and review. 


owhere in the literature of regulation will you find, in rela- 
small compass, a comparable exposition and guide. 


Here are the chapter headings: 


Assisting In The Rate Case Preparation 

he Formal Approach To The Rate Case 
site ne Attorney-Client Relationship 
ts reparing The Petition or Application 

reparing The Testimony 

arties—Rate Complaints—Investigations 

egotiations Before Hearing—Prehearing Proceedings 

Setting and Opening The Hearing 

xamination In Chief 

ross-Examination and Rebuttal 

vidence in a Rate Case 


The Case for Complainants 
or Rate Increase Protestants 


(The Expert Witness 


otions, Interlocutory Procedures, Arguments, Briefs 
and Decisions 


Appeal and Review 


“( onduct of the Utility Rate Case,” like its companion, is designed not only to aid both 


cu? practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


nec:ion with a rate case. 


PUBLIC UTILITIES REPORTS, INC., Publishers 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in !8 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 
Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Reture Analysis 
Cost of Service Determination Economic and Financial Reports 














SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 
Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 
ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 











DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 
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PROFESSIONAL DIRECTORY 


(continued) 


- Design 

- Engineering 

- Construction 
DRAKE & TOWNSEND 


Incorporated 


11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shavin 
EMPIRE GAS and stand-by 
ENGINEERING CO. pions for 
; + municipalities 
P.O. Box 1738. ; + industry 
+ design 


Atlanta 1. Georgia + construction 





Davi 

Vavis 
VALUATION in CONSTRUCTION 
REPORTS “Ena eers RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ LOS ANGELES 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON §, D. C. TULSA 3, OKLAHOMA 














Francisco & JAcoBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YorK WESTBURY CLEVELAND TUCSON 














"GIBBS & HILL, inc. 
j 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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(continued) 


GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 








525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 
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oe huljian loyoralion 
DG INEERS 5 - - fo S27 RU CT O-rk § 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
_ —_ CLASS COST ANALYSES ‘for Developing CLASS RATES a 
WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 


17 BAYWATER DRIVE DARIEN, CONN. 











SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 








SANDERSON & PORTER 


CONSTRUCTION . REPORTS & 
SURVEYS 


NEW YORK NEW YORK 











Sargent & Lundy 


ENGINEERS 


Steam and Electric Plants 
Usslitses—Industreals 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








(Professional Directory Continued on Next Page) 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢® Valuations ©® Capital Costs 
Customer Surveys @ Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 


STONE sWEBSTER 


ENGINEERING CORPORATION 


DESIGN - CONSTRUCTION - REPORTS - APPRAISALS 
EXAMINATIONS » CONSULTING ENGINEERING 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














* & 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 














EARL L. CARTER 


is Consulting Engineer 
Abrams roe eglaa REGISTERED IN INDIANA, NEW YORK, OHIO, 

PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Topographic and Planimetric Maps Public Utility Valuations, Reports end 
Mosaics, Plans & Profiles for all Original Cost Studies 


Engineering work. . es . > 
tins Die, atten, Sikh. 910 Electric Building Indianapolis, Ind. 




















BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
Engineers-Architects-Consultants MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


ger toe gga feoe | Bee Gi ome m a>) 
- O. Box 7088 GAS anb SERVICE CO. 
Phone: DElmar 3-4375 327 So. LoSalle St., Chicago 4, HL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 

















Jackson & Moreland, Inc. 
Jackson & Moreland International, inc. 


ELECTRICAL—MECHANICAL—STRUCTUBAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


F 
UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 





A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
POWER STATION—INDUSTRIAL— 
COM MERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles 




















PETER F. LOFTUS CORPORATION 
Design and Consulting Engineers 

Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 

Seis FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





The R.W.STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 
Engineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 

Washington 4, D. C. 








A, W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 





New York Pertiand 
Inspectors stationed throughout the U.S.A. 





Mention the FortNIGHTLY—It identifies your inquiry 





1959-—PUBLIC UTILITIES FORTNIGHTLY 


























INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready at 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation . . 40 
*Allen & Company Roe 
Allied Chemical Corporation—Plastics & Coal 

Chemicals Division pase 6 23 
*Allis-Chalmers Manufacturing Company oe 
American Appraisal Company, The oe 36 
Analysts Journal, The Bee aoe 14 
*Anchor Metals, Inc. eee ; : 


*Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. .. 

Boni, Watkins, Jason & Co., Inc. 
Burns & McDonnell, Engineers 


c 


Carter, Earl L., Consulting Engineers 

Columbia Gas System, Inc., The 

Combustion Engineering, The 

Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 

Consolidated Gas and Service Company .... 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 
Drake & Townsend, Inc. 


*Eastman Dillion, Union Securities & Company 
*Ebasco Services Incorporated ge 
*Electro-Motive Division, General Motors .... 
Empire Gas Engineering Company . 


*First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers 
Foster Associates, Inc. : 
Francisco & Jacobus 


G 


Gannett Fleming Corddry and Carpenter, Inc. 
General Electric Company 

Inside Front Cover, 19, 20, 21; 32, 33, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers pas sen ee 
Gilbert Associates, Inc., Engineers ee 38 
Gilman, W. C., & Company, _— : 
*Glore, Forgan & Company 


H 


Halsey, Stuart & Company, Inc. 
*Harnischfeger Corporation 
*Harriman, Ripley & Company .. 
Harza Engineering Company 
Hoosier Engineering Company 


I 
*International Business Machines Corp. 
International Engineering Company, Inc. 
Internuclear Company ae 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers . 
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*Kellogg, M. W. Company, The 
*Kidder, Peabody & Company 
*Kuhn Loeb & Company .. 
Kuljian Corporation, The .... 


L 
*Langley, W. C. & Co. .... 
Leffler, William S., Engineers Associated . 
*Lehman Brothers 
*Line Material Industries 
*Loeb (Carl M.) Rhoades & Co. 
Loftus, Peter F., Corporation 
Lutz & May Company, Consulting Engineers 


*Main, Chas. T., Inc., Engineers .. 

*Merrill Lynch, Pierce, Fenner & Smith, Oe 2... wan 
Miner & Miner, Consulting Engineers f 
*Morgan Stanley & Company .. 


National Association of Railroad & Utilities 
Commissioners .. 
Newport News Shipbuilding & Dry Dock Company . 


° 


*Osmose Wood Preserving Company of America, Inc. 


Pioneer Service & Engineering 
Company 

Pittsburgh Testing Laboratory . 

Plastics and Coal Chem. Div., Allied Chemical Corp. 


..Inside Back Cover, 
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Recording & Statistical Corporation 
Remington Rand Div. of Sperry Rand Co. .. 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 

*Smith Barney & Company . 

Staflord, R. W., Company, The, Consultants .. 
Standard Research Consultants, Inc. eee 
Stone and Webster Engineering Corporation oe 
*Studebaker-Packard Corporation : 

Sverdrup & Parcel, Engineers & Consultants . 
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*Texoma Enterprises, Inc. ... 
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*Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 

Whitman, Reguardt and Associates . 
Williams, A. W., Inspection Co., Inc. 
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wish we had more time 
pnd p-rsonnel to prepare 
fo: this rate case! 


Your staff is overloaded now. 
Call in the specialists and 
let them carry the peak load. 
HOW ABOUT PIONEER? 


i 


AS ff 












































GIVE YOUR NON-ROUTINE 
“I PERATIONS TO PIONEER! 


Design and Consulting 
Engineering Services 
Pioneer has specialized in 
designing power plants for 
57 years. It offers design 
service for fossil fuel, hydro 
and atomic plants. It will also 
assist in forecasting load 
growth, in site selection, in 
purchasing and expediting 
of equipment and in su- 
pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 

and design. 


Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis; cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 


Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
counting and tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


NEW! 

On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 
New Horizons in 
Power.’’ Describes, 
illustrates Pioneer’s 
engineering services, 
and corporate serv- 
ices, from financing to 
operation. 


Pioneer Service 
& Endineecring Co. 


231 South La Salle Street 
Chicago 4, Illinois 














Why General Electric Offers More 
For Your Steam Turbine-Generator 
Dollar Investment 


Performance 

General Electric’s progress in attaining higher oper- 
ating pressures and temperatures and _ increased 
component efficiencies is helping to assure further 
improvement in the heat rate of electric utilities. With 
the ever-increasing demand for improved perform- 
ance. a continuous and diversified program of prod- 
uct development is being carried on in the company’s 
research and development laboratories. 


e ege 
Reliability 
Intensive basic research and development, sound 
engineering design, modern manufacturing — tech- 
niques and proper operating practices contribute to 
the reliability of large steam turbine-generators. 


Work performed at the Large Steam Turbine- 
Generator Department’s Materials and Processes 
Laboratory and the Turbine-Generator Development 
Laboratory spearheads these efforts. 


e 
Service 
Completely integrated service—from initial order 
throughout the unit’s operating life—is part of the 
“added value” purchased with each General Electric 
steam turbine-generator. 


Two-way communication of service information 
through the turbine-generator Product Service or: 
ganization enables factory know-how to supple nent 
the efforts of field service representatives, and per} 
mits factory specialists to take full advantage of 
field operating experience. 


Improved performance, greater reliability and 
completely integrated service mean more econo iical 
generation of electricity. 


For additional information on how you cai ob- 
tain more for your steam turbine-generator « ilar 
investment, contact your local G-E Apparatus >ales 
Office. 2548 


, Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 





